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CHARLES KEATING? CHAIRMAN? 


ICAN CONTINENTAL CORPORATION, 


PHOENIX, ARIZONA? UNSUB? PRINCIPALS AND OFFICERS OF AMERICAN 
CONTINENTAL CORPORATION? UNSUB? PRINCIPALS AND OFFICERS OF 
LINCOLN SAVINGS AND LOAN, IRVINE, CALIFORNIA? ELECTION LAW 
VIOLATION? 00: LOS ANGELES 


RETELCALL OF SSRA[ 
FBIHQ, 3/15/89, 


TO SSA 



REQUEST OF THE BUREAU: IT IS REQUESTED THAT THE FOLLOWING 

INFORMATION BE ANALYZED AND PRESENTED TO THE DEPARTMENT OF 
JUSTICE TO DETERMINE IF AN INVESTIGATION SHOULD BE CONDUCTED. 

INFORMATION HAS BEEN RECEIVED FROM AUSA 

UNITED STATES ATTORNEY'S OFFICE, LOS ANGELES, CALIFORNIA, 
INDICATING DURING A CURRENT INVESTIGATION OF LINCOLN SAVINGS AND 
LOAN FOR BANK FRAUD AND EMBEZZLEMENT, IT HAS BEEN DETERMINED 
GKM/kah / 
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LARGE campaign contributions were paid to various u.s. senators 

THROUGHOUT THE COUNTRY. ADDITIONAL INVESTIGATION HAS DETERMINED 
THE FOLLOWING; 

THE FUNDS WERE RAISED FROM VARIOUS FUND RAISERS SPONSORED BY 
LINCOLN SAVINGS AND LOAN AND AMERICAN CONTINENTAL CORPORATION. 

IN ADDITION, MONEY WAS PAID TO THE SENATORS FROM POLITICAL ACTION 
COMMITTEES, PRIMARILY FINANCED BY THE ABOVE INSTITUTIONS AND ITS 
OFFICERS AND EMPLOYEES. 

THE U.S. SENATORS KNOWN TO HAVE RECEIVED AN EXCESS OF 
$295,000 FROM THE ABOVE INSTITUTIONS IN 1986 ARE AS FOLLOWS: 

ALLAN CRANSTON (D) CALIFORNIA; JOHN GLENN (D)OHIO; THOMAS MCCAIN 
(D) ARIZONA; DENNIS DECONCINI (D) ARIZONA; AND DONALD RIEGLE 
(D) MICHIGAN. 

ALLEGEDLY, IN 1987 THE ABOVE SENATORS LOBBIED ON BEHALF OF 
LINCOLN SAVINGS AND LOAN, AND MET WITH OFFICIALS OF THE FEDERAL 
HOME LOAN BANK BOARD IN SAN FRANCISCO, CALIFORNIA. THIS OFFICE 
HAD BEGAN REGULATORY ACTION AGAINST LINCOLN SAVINGS AND LOAN AND 
BEGAN ATTEMPTS TO RE-ORGANIZE AND CHANGE THE SAVINGS AND LOAN 
PROCEDURES. THE SENATORS ALLEGEDLY ALSO MET WITH FEDERAL HOME 
LOAN BANK BOARD MEMBERS LOCATED IN WASHINGTON, D.C. JURISDICTION 
OF LINCOLN SAVINGS AND LOAN WAS TRANSFERRED TO THE JURISDICTION 
OF THE WASHINGTON, D.C. , BOARD OFFICE. THIS ACTION WAS HIGHLY 
IRREGULAR AND UNPRECEDENTED IN THE SAVINGS AND LOAN INDUSTRY. 
LINCOLN SAVINGS AND LOAN IS NOW THE ONLY FINANCIAL INSTITUTION 
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BEING OVERSEEN BY THE WASHINGTON, D.C. OFFICE OF THE FEDERAL HOME 
LOAN BANK BOARD. 


LINCOLN SAVINGS AND LOAN AND OFFICERS FROM AMERICAN 
CONTINENTAL CORPORATION HAD PREVIOUSLY MADE COMPLAINTS TO THE 
WASHINGTON D.C. BASED BANK BOARD, STATING THE SAN FRANCISCO 
OFFICE OF THE BANK BOARD WAS TOO HARD ON THE POLICIES OF LINCOLN 
SAVINGS AND LOAN. IN ADDITION, A FORMER CERTIFIED PUBLIC 
ACCOUNTANT (CPA) 


WHO AT ONE 


TIME 


LINCOLN SAVINGS AND LOAN, 


TESTIFIED BEFORE THE THREE MEMBER WASHINGTON, D.C. BANK BOARD. 

IN HIS TESTIMONY, HE STATED THE SAN FRANCISCO BRANCH WAS 
REGULATING LINCOLN SAVINGS AND LOAN TOO HARSHLY. THIS TESTIMONY 
AND THE ALLEGED CONGRESSIONAL INFLUENCE WERE INSTRUMENTAL IN THE 
DECISION OF THE BANK BOARD TO SWITCH JURISDICTION FROM SAN 
FRANCISCO TO WASHINGTON, D.C. THE FACT THAT THE ABOVE U.S. 
SENATORS ALLEGEDLY TOOK IT UPON THEMSELVES TO LOBBY ON BEHALF OF 
LINCOLN SAVINGS AND LOAN APPEARS TO INDICATE THE POSSIBILITY OF 
AN IMPROPER RELATIONSHIP BETWEEN LINCOLN SAVINGS AND LOAN, 
AMERICAN CONTINENTAL CORPORATION, AND THE ABOVE CONGRESSMEN. THE 
ONLY CONGRESSMAN MENTIONED ABOVE WHO WOULD HAVE DIRECT INTEREST 
IN THE SAVINGS AND LOAN ISSUE WOULD BE DONALD RIEGLE FROM 
MICHIGAN WHO WAS RECENTLY APPOINTED AS THE HEAD OF THE SENATE 
BANKING COMMITTEE. THE OTHER FOUR SENATORS DO NOT APPEAR TO HAVE 
ANY DIRECT CONTACT WITH BANKING OR SAVINGS AND LOAN COMMITTEES OF 
CONGRESS. 
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IN ADDITION T O THE ABOVE, ON 3/9/89, CONTACT WAS MADE WITH 


THE CALIFORNIA 


SAVINGS AND LOAN INDUSTRY, AT WHICH TIME HE ADVISED HE AND OTHERS 
HAVE DONE EXTENSIVE RESEARCH INTO THE ACTIVITIES OF LINCOLN 
SAVINGS AND LOAN AND THEIR RELATIONSHIP WITH LEGISLATORS. THEY 


ALSO HAVE DONE RESEARCH INTO THE REASONS BEHIND SWITCHING OF 
JURISDICTION FROM SAN FRANCISCO TO WASHINGTON, D.C. INFORMATION 
THEY HAVE RECEIVED INDICATES A STRONG POSSIBILITY THAT VARIOUS 
OFFICERS AND EMPLOYEES OF AMERICAN CONTINENTAL CORPORATION AND/OR 
LINCOLN SAVINGS AND LOAN MAY HAVE CONTRIBUTED DIRECTLY TO THE 
POLITICAL ACTION COMMITTEES AND FUND RAISERS RESULTING IN MONEY 


GOING TO THE LEGISLATORS . IN ADDITION, ERJE TO UNUSUALLY HIGH 
SALARIES PAID TO EMPLOYEES AND OFFICERS OF AMERICAN CONTINENTAL 


CORPORATION AND LINCOLN SAVINGS AND LOAN, THEY BELIEVE THE REASON 
WAS TO GIVE THEIR CHAIRMAN, CHARLES KEATING, ULTIMATE POWER TO 
REQUEST AND DIRECT ANY POLITICAL CONTRIBUTIONS TO BE MADE BY THE 
OFFICERS. SOME SALARIES ARE IN THE AREA OF $700,000 TO $800,000 
PER YEAR. 


IN ADDITION, 


ADVISED ONE EXAMPLE OF WHAT APPEARS TO 


BE IMPROPRIETY, WAS 


l AT THE TIME THEY WERE AUDITING LINCOLN SAVINGS AND LOAN 

TESTIFIED BEFORE THE THREE MEMBER WASHINGTON, D.C. BANK BOARD AS 
MENTIONED ABOVE. AFTER THE BANK BOARD DECIDED TO SWITCH 


JURISDICTION TO WASHINGTON, D.C, , 


WENT TO WORK FOR AMERICAN CONTINENTAL 
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CORPORATION AT A SALARY IN EXCESS OF $700,000 PER YEAR. THIS 

FOR AMERICAN 


INDIVIDUAL WAS HIRED 


ALSO CONTACTED 


CONTINENTAL CORPORATION. IN ADDITION, 

THE FAIR POLITICAL PRACTICES COMMISSION IN SACRAMENTO AND 
OBTAINED INFORMATION THAT KEATING AND HIS OFFICERS HAVE MADE 
SUBSTANTIAL CONTRIBUTIONS TO CALIFORNIA STATE LEGISLATORS. 

ADVISED A PATTERN EXISTS WHEREBY KEATING WILL MAKE A 


CONTRIBUTION WHICH WILL THEN BE FOLLOWED BY CONTRIBUTIONS FROM 
HIS OFFICERS AND EMPLOYEES. 

ADMINISTRATIVE t AS THE BUREAU IS AWARE, IN GENERAL, THE 
PRESS THROUGHOUT THE COUNTRY, IS BEGINNING TO MAKE A MAJOR ISSUE 
OF THE SAVINGS AND LOAN CRISIS AND THEIR CONTRIBUTIONS AND 
LOBBYING OF VARIOUS U.S. CONGRESSMEN. AS AN EXAMPLE, THE HOUSE 
ETHICS COMMITTEE HAS BEGUN HEARINGS REGARDING THE ACTIVITIES OF 
SPEAKER OF THE HOUSE JIM WRIGHT. INCLUDED IN THOSE HEARINGS ARE 
A LLE GATIONS HE LOBBIED FOR AND RECEIVED LARGE SUMS OF MONEY FROM 
THE SAVINGS AND LOAN INDUSTRY. AS AN EXAMPLE, AS DOCUMENTED IN 
NEWS BRIEFINGS THE CONGRESS OF THE U.S. , ACCORDING TO THE RECORDS 
OF THE FEDERAL ELECTION COMMISSION, RECEIVED IN EXCESS OF 
$883,000 FROM THREE POLITICAL ACTION COMMITTEES OF THE SAVINGS 
AND LOAN INDUSTRY IN 1987 AND 1988, IN ADDITION, EMPLOYEES AND 
FAMILY MEMBERS OF SAVINGS AND LOANS THROUGHOUT THE COUNTRY AND 
REAL ESTATE DEVELOPERS THROUGHOUT THE COUNTRY COLLECTIVELY GAVE 
IN EXCESS OF $930,000 TO VARIOUS TO FINANCIAL COMMITTEES RAISING 
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FUNDS FOR DEMOCRATIC CANDIDATES THROUGHOUT THE COUNTRY. 

IN ADDITION/ ACCORDING TO VARIOUS NEWS REPORTS, IT APPEARS 
MONEY CONTRIBUTED FROM THE SAVINGS AND LOAN INDUSTRY IN GENERAL 
TO THE CONGRESS OF THE UNITED STATES HAS A MAJOR INFLUENCE ON 
DECISIONS MADE BY THE CONGRESS AS THEY RELATE TO THE SAVINGS AND 
IX5AN INDUSTRY. IT IS WELL KNOWN THE SAVINGS AND LOAN INDUSTRY IS 
IN A MAJOR CRISIS DUE TO THE FACT SO MANY THROUGHOUT THE COUNTRY, 
ESPECIALLY IN CALIFORNIA AND THE SOUTHWEST EITHER HAVE FAILED OR 
ARE IN THE PROCESS OF FAILING. THE CONGRESS OF THE UNITED STATES 
HAS NOT ACTED ON NEW LEGISLATION OR CORRECTING OLD LEGISLATION IN 
ATTEMPTS TO CORRECT THE SITUATION. IT IS TO THE BEST INTEREST TO 
THE OWNERS OF THE SAVINGS AND LOANS THAT THE LEGISLATION 
GOVERNING THOSE INSTITUTIONS REMAIN THE SAME, THUS NOT INCREASING 
IN REGULATORY ACTION. SINCE 1982 THE SAVINGS AND LOAN INDUSTRY 
HAS BASICALLY BEEN DEREGULATED. IN ADDITION, REGARDING THE 
SITUATION WITH LINCOLN SAVINGS AND LOAN AND AMERICAN CONTINENTAL 
CORPORATION, NEWS ARTICLES, SPECIFICALLY IN THE "ORANGE COUNTY 
REGISTER", DATED JANUARY 14, 1989, INDICATE THE OFFICERS OF THE 
SAN FRANCISCO OFFICE OF THE BANK BOARD WERE EXTREMELY UPSET AND 
STATED THE REMOVAL OF THE SAN FRANCISCO JURISDICTION WAS 
UNPRECEDENTED IN THE HISTORY OF THE BANK BOARD. 

DUE TO THE ABOVE, AUSA REQUESTS THE FBI TO 

CONDUCT A PRELIMINARY INQUIRY INTO POSSIBLE VIOLATIONS OF THE 
FEDERAL ELECTION LAWS AS IT RELATES TO MONEY RECEIVED BY THE 
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ABOVE LEGISLATORS FROM AMERICAN CONTINENTAL CORPORATION AND 
LINCOLN SAVINGS AND LOAN. IF IN FACT, SCHEMES WERE DEVISED OR 
EMPLOYEES AND OFFICERS WERE DIRECTLY REIMBURSED BY THE SAVINGS 

AND IOAN, IT IS A VIOLATION OF THE FEDERAL ELECTION LAW. 

BT 
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DTB:hs 


1 




The following invest igation was conducte d at Phoenix, 

IT T Ovt Am -! nl /rtH \ I I 


Arizona, by Special Agent (SA)j 


On March 2, 1989, ^SA 


Santa Ana 


Resident Agency,_advisedrthat he was the case ag^n-h on a matter 


■ pertaining to f |of LINCOLN SAVINGS. 

I I statec^nis^^ie^nhmber was 29A-16309 and he was in the 

process of obtainlnd-Pederal.-,GrariA.-Ju-rv auhnnenas fm-l I 


r 



mg 


X 




As a side note, | stated that a political 

corruption spin-off case may be opened as a result of pressure 
put on by U. S. senators to the FHLB to rescind their plans to 
take over management of LINCOLN SAVINGS. When FHLB - San 
Francisco, refused to bend, the senators successfully got FHLB - 
Washington, DC, to override the San Francisco region and removed 
LINCOLN SAVINGS from their jurisdiction. A subsequent newspaper 
article reflected that AMERICAN CONTINENTAL (prior parent company 
of LINCOLN) had made substantial contributions to the re-election 
campaigns of two^of the five senators that approached the FHLB. 
The senators receiving contributions were, Senator at ,t .an CR^STQ$ 
and TONA^,ri : egle - Michigan and Chairman on the Barrtd^” 4 "*^ 
Sub^flmitte^T^ The other/senators tliat approached FHLB were 
DENNIS DECONCINI , JOHNI%AIN and JOHN GLENN. 




SA 


r 

provided copies of newspaper articles 


pertaining td < LIN COUJ SAVINGS and the FHLB; and an article that 
addressed political contributions made by AMERICAN CONTINENTAL. 
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The revised' bid comes , amid Continental said the company" 
rumors that Lincoln must be sold Panned to file* fourth-quarter re-" 
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^\i6^;v^ithdrawds ’^ne coiHipwiy has- not ats 

two day6 after it ran. time filedfor protection.” .* •»*& 

Bl<wh said the withdrawals have ' 'Gonhaily added that America^ - 
not been significant but have Continental is encouraged that the- 
0011 ^ mCe ^ article was 

• •' •: is actively ntim# 
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(Mount Clipping in Space Below) PHOENIX GAZETTE 


; 



Group Inc. ; fr8xh taking^n^ohey; 
or 'controlling the principal 
jamJyht imtheJaccttunt. *' 

i^Li. 'iiii; * 



.. paid McCarthy 1133.9 million! of. 
which $2:9 million is being 




But Jeff JohnsOn, marketing 
director for the.Phoenician,ipasts 


average pccupancyvratp ,has.b'eeii:j 
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^Sotoe detmtemay come out iata first meeting of creditors 
BSfe: company iOffidals can/be grilled by an estimated 
^o,Uip people aPd companies owed money by the companies. 
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' ^““r l’undkig ; Cor& 

-arid debts of $820.8 .imIUon;tr;Sbicdr Controls ; &e* 

■ Phoenician Fun3irig^Ck>rp., Continental Fiddit^ 
Insurance .Co., American Founders Life Insurance Co. 
iand Amcor Insurance Group. 

: Other, subsidiaries filing for bankruptcy are: 
]SSFLC, which, controls the Phoenix investment/firm 
ofiYoung, Smitb&Peacock Inc.jphoeriician Financial- i 

Pftperties Inc.; Provi 
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■-IPc Th’ursday’s statement, Keating said he could not 
complj with ’a demand from the bank board to 
execute a consent .agreement that would allow a 
takeover of Ihe thrift at any time. 

"With- ^is..d^and^before us,-, i 
firmataon-of - the Bank Board©- uuwjiimguc^i, w 
- .^itiydly ^> the application for sale/ we- 1, 
i Iravfe^tal^hvjibdjphly courses of action- ' 



fi^Snomlcifepaet _ , . ; .v, 

|)^ch ito ^ufi^Rvieefii^ 

* *3r> 


bankayjt^pmr i^-^ti^c^eaip^ 

r#?feussiM:;:ihat iiptil ,-the. iyholh 

economy memds” 1 ' ’* : -J '• . 

He ’ pinpointed three areas where American 
Continental’s demise would hurt the Valley’s real 
esfete; market: lenders already: suffermg from losses 

• - I.ili «n«iAUi\1/\<Yi/tn1 ^otnhiya 



Ions 









AMCOR .Fundihg Corp.i 
Crescent Lending Corp. 
Crescent Hotel Group 


'• 935:6 
155.2 
. 120.6 




%irt6ofih&tfrigs1^ amohgr.'the : in<5§t "wihgihg-it 
lenders” for developers, "helping speculative real 
estate, Which in turn has caused the economic booms 
around here.” Kammrath said. 



/is -in: filing 



i: into bankruptcy and.'as a cdnseqUenc6,may attempt 
’< to hold ta fire, sale of iassets,” said Hank Rivoir, { > 

> ; J *1.. -.--fi'.it. * • -L'l. ~ ' *-. i* * s* jv 'il ■ _ i _ •*, • 't 


ie said regulators who have seized control of thr ;e 
state-chartered savings and loans have not dumped 
rear estate on the market. j 


bankruptcy of an important plaxsijjjf | 
' 'American Continental is of: great concern.#* ey^onfe ’ 
^yito^^atching .rell .-estate yalg&>?\ :Rivoj^:^id,. | ■ 


11 ; t 

Restate- values. 

f-EstrelltriuturecIouded 


besoii-. ::r : ^$w.P: ■• 

far^rat Valley at a gbdd 

foi^j^ndinglthr^ times the;cort^f'4ibe.landi#) build 

roafewthifcthe^ ”• i'L f-’r' £& ' 

•^By^ov^beri; #ie-cm^y hadbmltand land- 
scabed 1 #! 01 ^ than.ylO 1 . miles of arterial roads .with 
Wate^iid aewer' -improvemfentSj: fctfeated two lakes 
totaling .72 acres and planted 10,000 trees; ’ 

Goodyear Mayor Carl Gow said he couldn t 
determine what effect the reorganization petition 
would liave on Estrella or Goodyear, which at the 
developer’s purging inrori^tated-wlmtis one of.4he 
lior^^tjland^evelbjpnJejit^ipt'&e'lJiafiiaeMi^St^t^*' >;.«« ; 

"JtV not ’going to throwythe dty into a 'financial; 
bindl^ihe Said. "The work thing; may be that we’re 
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Hom^and Aipe^c^^ptoental'’’' Tom EBckiox, 
director of sales' aitd marketing for the home 
building company, said. t * 
Reacting to the ;banl^ptcy^;tiling of American 

nnfinArjfol fl/wr* «•*. 



Muvoiici. o^iu-un. iu;. uuue -ui uiai year, -i\eaung 
decided to move out of the home building business. 
.In a .leveraged buyout, three longtime ‘managers 


l au m3 Luuuy was uncnangea irom^unursaay/ ; 1 : 
The "new” Continental Homes has yet to 
establish its own identity. For' example, <the 
company retains the "Welcome Home” slogan, hires 

former Amori^on lVrVl*-kl /"l nv. J 
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gtand ipi&insi; libefalizing thrift 
jregulatidns.said late Thursday: 

\ "This (bankruptcy) is a tragedy- 
, didn’j; /fca^tor^gp^ In j 




-put 

*r fine! its the . 

immediate case-at hand;” 

•;"Sj He said whemSan Erancisco was 
Overruled by Washington, "seeds 
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0 *pne of the top 10 home builders in the United ii An ’unparalleled ^Olympic- training’ center for* 

Stat|s: American Continental Homes, whichproduced swimming.. It will beth’ebesfcof ‘its kind iff the worm, fl 
aboujt 40,000 quality homes for Arizona families. giving great sports and educational opportunities to I 
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nent^tl: ^^ r ygajtik^p b^ihg^ felt 

todaypnsQme. mespv.stfeetsfar removed 
from the company's posh offices arid 
luxury, hotels; . 1 ‘ 
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' ^I don't icnow^wha^ else I can say until? 
I ve had a chance to talk to him about it. 
rnr prayers go ppfcto him.” 



MarkCohnally, an American Continen- ! 
tal spokesman, said the charity might 
have to wait in line at bankruptcy court 
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{V cia! executives speculated jthat Keat-' .y * • 

Ing! filed for: vcourtt^rolectioh i'to* * * 

American Continental is one of the 
Valley’s best-known business enter- 
prises because of its highly visible role 
■ in area development and because of 
Keating’s, .personal involvement ; in 


DonFotey/ThaAri20fia' Republic 


IN FOCUS: The saga of Keat- 
ing’s empire, A2 
VALLEY’S LOSS: Firm’s de- 
mise may cost jobs, invest- 
ments, FI 



v i . massive Chapter 
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’ Crescent Hotel in Phofenix, and the The’ filing-seeks court protection for 
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p^fe2aal^^ibegfiBe^'.--feoniiB atol.<t>aA 
• “ 9 ^'rhtrieiil other than a one-page 

S : Mfls^- s - d - he 'fwy 

plans tp;--hoja a -press conference 
Monday.:. - ,vr ; v., ’ v ‘ '• 

;ln "his statement, ; Kpating tied .the 
filing to a' decision?, by' the Fedbfal 
Home Loan Bank Board ihWashing^" 
ton, D.C., - to take over Lincoln 
Savings and Loan Association of 
Irvine, Calif.' 

Lincoln, which has $5.4 billion in 
assets, js American -Continental’s | 
l^gest subsidiary. American Conti- j 
nentaf has -been trying to- sell Lincoln 
for more than a year, but three 
attempts have failed. The bank board 
had been considering the latest offer 
frbm a group led by John.Rousselot, a 
fopaiercongre^man from? California. 

. .A spokesman Tor- the bank board 

•• 

blffeands00i? A “- - 


.said . Bert . Ely, whose Alexandria, 
^lb^,i^95Slt|ng firm special os 
,-jn;the®irift'. industry.. : 

‘reg lla- . 

tors wbpld SCiire the troubleti 'Ia^ln 
Swings today as a.result of the filing. 

jTdon’t see' how; they cgp avoid it,” 
’Ely said. • _ '■ 

would happen 
gin American 
’Confineritafiby' me holders of more : ! 
than $215 million of the company’s 
subordinated debentures. 

About 23,000 of the company’s 
creditors- -are bondholders. Those 
•debts are -backed only by American 
Continental^ earnings. . 

“You’re, going to be seeing a lot of 
tears over that;-’ Ely said. 

He predicted that some of the 
company’s .top executives may file 
personal. bankruptcy petitions as well. 

• American /Continental is laboring 

» - c , i: ivV,-;:.' -.-.f i5i,. ' :*AKY 




Mntihi«tliiiB 


.. - t . .<&■?*. - .935;fipiillidn‘ -'and 
liabilities - of $820:8 million. Amcor 
controls the Phoenician Funding 
Corp., Continental Fidelity Life Insur- 
ance^,, American Founders -Life- 
Insurance Cq., and.Anicor,. Insurance 


Bechu& pf yiaft 3: “wb. -believe that 
have; takenr the tonly- bourse of 


■1 


■ 


5J2* i 



















vvTW' 'V- 1 

ft IMS! 




7* v ”” T *7'’:^^r»vv»MMvyi p# , *• 

yts^pebfaf*e$:-; ; 




U^>W- »**^{|^v*w«m»*v*«»jtoi V(yw«:« ' ;-* * 

•:#198|^&^^6ii(^JiiaW^ 
;.; $$# Board bf/San frarfci&o toe-!' 1 - 
; ^$*--^?^taiAlliU6i^o%'^ic6li^'^ 
'" Savings. ' 

The board's examiners.-say they 
have foundS135 friillirin;idJosses.. , 


mm& IF 


becomes chairman ■ 
^ofUncoIn Saving^ :? \ - 




• • accoiuras'fcif;$6 biltioitbf'AfeehianfS 
Continental’s assets of$6,9biltidn. -•• i 
A. bank-board report concludes 
J thaj Lincoln does not meet mini- 


^M989:.Keatihgsays.the Lincoln 
'^le ; i£ : cfucialito|Uie opmpanyis 

v.-’'Lqs 'AngeieSvreVpM?art ongdihg - ' 
criminal-fraud investigation of Lin- 
coln. 

Another investment group, 
headed by former UiS. Rep. John 


rejected -by the Califdthia-t^paft- 
ment of. Savings and L|»n'Myf. f . •- 
*!>!(•** 5flay Fide! resignsias ^adeht , \ 
. and chief executive *6f Lincoln. He 
: 3 , 1 s replaced.by Rbiiskelott^t^^ 7? 
& ^The bank 

; Federal Saving and Loan Irmawber* 

; ■ Corpjg ke control of Lincoln. Avrrefr 
:4 -ican>Continental files for protection 4 ; 
maunder Chapter, XL s ■* "7^ 
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r'*§ d ^tef^ev. • Dale 'Fushek; • \ jcal- of 
the- .phoenix diocesan Office for } 
Worshm and nactnr e* nr: it... 



Sii)ce- 1976, when. Keating pur- 
chased the company/ American Conti- 
nental .has .given millions to various 
charities* including $1 million to 
* Mother Teresa, ..who won the Nobel 

work with 

►uie ^DOOr in/ r'alrtn'i^ t*' 



less than 3 percent of our annual 
budget, it’s going to have a significant 


donations: iomciri' ? th§f6rmr<)f 1$$ ■ 
.and clothing.” . Ti/ 

Brown -said St*. Vincerit de ; Patil 



Keating iibout* whether he L '\^ill con- 
tinue to contribute to Xhc charity 



despite his" cdmip^ij^ problems. 

u He*s;bgfcn ^u%ely generous io 
r us and in Jii ^ o\V)fr;|\vay and his own 
tine, *hc will contiiiue to give to' us. 
Iii has a great love for the church,” 
OBriensaid. — - i -— ' 

“This is a major blow,” said Gary 
Lv Browri, executive director of thp.St. 
.Vincent de Paul Society: ? . - 
( Brown said that : in 1983, America h 
^!&ntinentar?iuade,;a lOryear pledge * o 
contribute $100,000 annually, to /He 

sppiety^eneralfundi - * V 
' lot*' betimes they' went way 
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priest said a foundation house started 
last year by Mother Teresa to help the 
poor in Phoenix probably would not 
be affected. . , 

■;,.V iandttfce • 


v . -jvea u creifr 

’ited 'with niflueneing;Mdth& Teresa^ 
decision to come to Phoenix, She h^k 
:b kyailing-hst : of 

if — See VALLEY'S, page B2 
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tjieni. *• ;■'• ■ i ': '■--■■■ their organizations. ■"- ■’ 5 v . 

In addition -to Mother Teresa and 


SSoffirfi "’; 

American- C&htinental’s Chapter' 41 T^ce v,Offi(^r8|^^pi^/y^^thi6\ 

hefc^djrkiivWfftt' ., -? 



TOO/ >«d 


S tSM 





ByJoyco Valdez 

Th ^Arte^rxa Republic 

Civic and business leaders of 
Gopdyear, who had linked their] 



WMBM% 


leaders of infinitely have a^ijnJl^V ;^|fp I 
linketl their us pretty S 


hopeful the community will thrive'^ economic-deVfe®iH|ht ' §(i0* 

on its own. y 'fpMjjKleinsclimidts’aici;^^ 

Thexclty’jS- close relationship with, '^‘jffiey’ve been v^jr|^ciiv^i||^| 




American-Continent al dates back to ; gettihg:industry to 
August 1986, when the City Ctouncij';;a ; ;|6^ at us,” he 
approved an ^agreement governing^ 10o|c x e5d’ toward tlieitt 
/£ojfstrif£tion *o£ Estrella, a 2O,O0O-j| the^ove.fbr us.” ’ ' ’ 
4c|| ^i^ftse^development^ .mth^y^dyear Mayor 
the American Continental subsidiary * v “>We;,Will have to 
that controls the project. chnMo ahead and gef 








illlill 


ie hopes American that/’hesaid.:-. '-f ** 
iedrgtoize; other- John4iii{stiei*;.-'4atjflah of the 
a terrible, blow to West^-^^My.^^^-tKe' west 


were confident the city wotold ^pS8fr.%aid the city fiJRcnerraim jtyoryitard^ . 

p^pSaUon o?4&0 a # that,- KeSid?. -a -y '* *' 

American Continental’s fiiirtf ^M^thing t0 *“} ’ 

Chaker of the U.S. Bankruptcy,^- . v ^to|Giegory, _Chainnaq;dtarles lein.s ^woWO'4. ^Wp^o^lhe 5 , 

^1* ' •!)' . /• ' •. | . ’.. ' . ‘ v tfill' v - jAfafe' the region’s assets': V ^ ? | ' 

A will definitely be a setback, V«^i he Chapter *- J* The west Vaiie^f4fe % 

not /ust for Goodyear but. for,;the • dark, cloud, but, hopefully;# fl^S ‘kucK; to>. sharped get Interstate 10, casual 'lifesM.^d 
Whole Valley,-^ City ManagdryEmie rolftaWay.” ;. ■■. i: 1 Tlim self {financially^ wound up like '•^SedMODVEAR.pa^# 


Chairman 


Whole Valley,-* City Manager '.Ernie rollaWay.’ 
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Goodyear hopesJxx thrive by?itself 


,%;GOODYEAR, from page Cl think Airiyan 

rf ^ 

■ilaid tKat is inexpensive by east Valley Mikael Harfi^sl\ra^.j«)-dvp?f of 
‘kfandardb are still strong selling ERsfg^es Real|j^l»a|OTrin Qcroyeat 
tjboints, hesaid.- said|jfr6v3ippj^/i^e^c^p>e6|i®mental , B 

-grill’s got to -be ^business as; uspl’',. .aciidii: ren^s^"%upjd; ,i in v thei roa'I 
Vipr.dis^ ; 5e said; -V \v^ ; ’ioward greater^ ^prospdnt^Sjpthe area) 

. ,. “The : very i^gredieiiSl^that at- 


lethal at- 









•^:‘V>V' 1 ' y J ' 4^ Vt^fjri-A : - / " Mike Smith/The Arizona Rep Jbtic 

principal recreatipn afea pt the scrawling Estrella development ngar Goodyear features two large lakes and extensive landscapin g. 

fc->- -.1 . r , 
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kti: 


huge, threatened 


Charles H Keating Jr., chairman of 
v American Continental, envisioned Es- 
trel la as "a new modem city” hiat- 

mooo 


.. he attempts to reorganize ... 
ompany and figure out how to begin J 
-See ESTRELLA, page&f] 
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By Ken Western 

, < ^^rizoiitfR^bte 

'•^ .mrphu^f’ R<?se Curt%il$h4. 

; fofvtard' and; Studied the scale raod|l 
| of.'ihe iriassive Estrella development 
.fekjng shape tnuthe. [desert southwest 
hfiRhoenix. vi ’ 

dpsp^yed before' :fhe : ’couple ware' 
•.mthtaViirp.'' artificial lakes. home"' sites. ; 



k ^pp is impressive. - ‘^>^1.,. .... 

■ The project’ sprawls "a#dss 'a1)out 
20,000 acres at the base of the Sierra 


HIPRaWHflNHM 

i ; future; ' -because -thev^mpany i 

, that, is developing dtrella,,..Aitiericgh, 

; Continental Cbrp;'. of . P|iben|x|..fijSod . 

• for protccliongfroni cf^itdfs.;liriaef - 
. Chapter 11 of Ihe UiS/SAHkf'upfcy ' 

Code late last week. 

The big question is whether Estrella 
will wind up as the most expensive 
, community never built in the West, a 
region whose history, us filled with 

• real-estaleboomi^andbusts;. „• V : 

But ,e^»P* 

• mists say so much money, upwards i)>f 
- $10D million, has been invested in 

• Estipa’s infrastructure that it will 
move forward on sheer momentum. 


/) — / t ?/ 
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has uncertain 


from:pagc<2l ' ■■■ - - 

~ r 1 :r* i' 

. paying off $3 billion in debts, „ ; 

^ At th\$;0m% JEktrellatesembles .an 
elabptater'Stage^ readied :forr3a play; yet , 

lib V'W* ’ 

parkway beckons yisitors* 

- * * A landscaped parkway with flower- 
vihg plants beckons visitors' -to the 
'•development^ which. als* 0 ;ha$;about 10 

miles of arterial roads .andVtwo lakes 
. covering 72 acres. ’ " * 

Surrounding the lakes are- well-ap- 

- pointed ramadas, a pavilion, a yacht 
.club, tennis courts, basketball courts 
;and a jogging and bike path. 

* ' Signs around the first phase of the 
^evelopment^slake out^the- sites for 
•cliurches, retail centers, a resort.hotel, 
•hospital, office buildings-.-and.a police 
.station*. 

; > -The magnitude^of the development 
■Is staggcring to many observers.- - 
; w gargantuan task/’ , said 

i<|h^fel4Jiickcox, f -president of the 



be«n$ui!t;in ihe^develop^^ 
is getting 6ffthe"ground aftef yea^' Of 
preparation. 

4 The reorganization filing by Ameri- 
can Continental probably could not 
have come at ahorse time for the two 

^e^E^ella.. , 

OButT^tfifi^Mpni^; express- opti- 
mism. aboiit tne development’s 
long-term future.- J ■' [ 
j * “Nothing compares IgriU You have 
to see it to appreciate- ii?' .said Mike 
OTernas, ' a sales' ^ representative for 
cJDC Homes. 

UDC Homes just began construc- 
tion of three of its six planned model 
houses at Estrella. The company plans 
io build 171 houses in the^firs^phase" 
:pf Estrella, .and 275 in the second' 
phase. /' m 

‘Z- Continental Homes, which 'a{>6hc 
Ifimc xvas part of American’ Continen- 
tal, began selling houses for its 165 
•Jots in the development just three" 
‘weeks ago. 

* ' The comp any has several bnym-4- 
Jihedup, bfit it \ 



until it receives assurances thatian 1 
American Continental subsidiary,/ rill 
oVersee the * -area's i fl$dgl ng 
homeowners .association/ saidijl cm 



The .association: the 

lakes, grass and other puijHfc' areas 
that are an essential part -of Estrella’S 
appeal. ' ' ‘ ^ ‘ / 

In anticipation of familiesmovihg 
into, the commuijiiy,,. am elementary 
school is under construction. It is to 
open in the fall. 

Lincoln has been the engine 

Lincoln Savings and Loan .Associa- 
tion of Irvine, Calif., which was 
acquired /by American Continental in 
1984, is the engine that;has .driven, the 
project. 

Federal banking regulators seized- 
Lincoln,' On Friday. : Among other 
things^., they had expitssed ,3#p 
cbpterft Lhicoln’s indirect^ jrtvistihg 
about k billion dollars in/raw'land, 
some oRt-in-Estrella*. -»«rsp«k: 

A mif 

a®, 

litre: 

mf 

PP 
hat . 

iin: 






. won’t sell any houses 


/w!tf b& fi&eskafy^olflater^ phas^/hut 
as a practical matter someone’s going 
to have to follow through. The outline 
is right there. 1 wouldn’t see it 
changing that much.” > 

Cf JNeil/lrwin^ .president 6f;5Tej^]tonal* 
Development ;Co* r .pfl fhoeni^shMH * 
thatvjgW- 

n don’t see how you- can change 
your approach much in midstream 
■because they’re as far along as they 
are/! Irwin said. •, ' 1 ; / ' 

. “I’m not sure there’s a Ibf of choice 
but to go ahead with a very aggressive 
marketing of that.” 

The alternatives would include 
cutting it into parcels for sale to 
:smaller;buyers, which American Con- 
tinentaf .was dbirig ahyivay, he said. 
Irwin also said it is.not unusual for 
development^particularly one of 
the scope of Estrella, to go through 
several owners. \ v , 
jBiU ' the ’specter Of ;So much and 
being dumped on the markethas 5 ome j 
Vaney developers and lenders smak- 1 
ing. ‘ ,"t; ! 


“This could hasteirth’e'bursting of 
the speculative bubble.thaL;ha& .existed 
hike,” said Terry Gilh^fq-bertified 
public. accounfant with Kenneth Itev- 
MhaLJn|s^' whieji specialize* in 
reaiestate^ *V***-i: I , 

/ “Anytime you have a;.30 to 40 
percent decline in the value.>(of land), 
you have a problem/’ . ^ i 

"‘Gilbert suggested;, .however, . that 

: thV Valley economy “is ^oing to perk 
along at some rate. The number of 
! jobs that come to Arizona shouldn’t 
necessarily be adversely affected by 
this.” 

t # A bankruptcy expert said any 
| liquidation of Estrella land would be 
| handled in "an .orderly /fashion and 
1 qver a lengthy period of time. . j 
“You just can’t go out and .fire slle 

, Q 

everything,” said Dawn StolLZeitlin, 
head of the bankruptcy department at 
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woes grew out of a rift between Keatinglnd 
federal bank board officials who were on 
opposite sides of a . debate over the regula- 




i'arketf on a .course- o^Vwrdr 
designed to punish Lincoln, PL, T .-^-. . — 
by destroying the business and- property 
interests of plaintiffs.” V ’ • 

The suit cites "repeated disclosures, of 


and bias against ^ 

Reacting^to the.suit^ 

Lawrence -White He expects^ regulators 
will speedily wiff ahy' court actidii concern- 
ing American Continental. 

"We will defend ourselves in court, and 
I’m quite sure we will be victorious,” White 
said. "I find this lawsuit totally . without 
basis. 

"American Continental has a history of 

'Ucocrmenrirr tirifU Ji ri • 



and not those charged with overseeing its 
behavior,” White said. 

> American. Continental, "has a problem 
with'.San^anciscbi>ha|ta problem with\ the 
stjkte of California, then they have problems 
with Washington. Everybody is out of step 
with ACC and you begin to think, maybe the 



^(board) personnel constitute iflegab^fmia-'' 
tory action against . plaintiffs^ legitnpate 
exercise, of free speech — their lobbying, . 


public statement .^a 
The lawsuit skid pubiished/^imrts based 
on "internal documents’’ ‘and interviews 
with regulators resulted in "substantial 
deposit withdrawals and concomitant liquid- 



ret^atidn'^9 r ‘1^5bln's:opjx>sition to limit i- 
1 dons on the:t^ ; 6f inV^ih^teun whi<fc ADD 0 ] <060 
^shinnigs and loan ^ociations may engagi.’ Do3 

■ Named in the lawsuit were the Fedir il f-~r.i — phoenix 

‘i amHiein^^^ Loahr-~- — 
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, 4 "Let 

JSiM&'ty h^'.comp^ny against not stand here as’chWinai^^^- > 
tre federal government. board of a company that is,' as ; 

"I am outraged aV 'the treat- / ■ See* Healing, A* : V‘ 5 « 
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said he would 

to him” in fighting - the-- govern- 
ment for control of his S&L. 

He said he would '-challenge in 
court US C 




• -T v:“ Z*X - ° iiitou LU7.3 

jnount • sttdte a^HSlleiige, noting 
iave/^Jitwas futile'* 
w; oppo^the government. "In* 
stead, they virtually acquiesced iir t 
their awn elimination.!^ ^ ^ 

Keating said he would fight ttf • 
.protect, the .trust, his investors 'have j 
placed in his company. . ' -WJ 
• Those jinvestors, many of then?}/ 

creditors who will not receive bo id ,T - 
.pa/bents and’might notget-afiy of 
theiV money back now that tie- 
company has filed for reorganiza- 
tion.’ 


Commenting .on , whether . cam- J 
:p!bgn c6ntrib'utiqns.he]b|smade ; to I 
various politicians influenced their j 

iL* *v* v I 


* ^ VI oonrief.- r A riRfii volun- 


would 

reconsider and allow a sale of the 
thrift, "American Continental can 
and will weather any temporary 
difficulties aml s coptmue to. -play a 

‘ no f ihr>’<i“ Phnn 


’•alteAatlVje^W ' . % 3 v ' 
When Seating took ihe podium 
this merging* emplojges of his 
•icbmpanyit^o-if^ke^vpie pack., 
wall, applauded for moire than a 
minute. : 

; •' .Meanwhile, more than $60 mu- j 
lion was withdrawn from Lincoln 
/bfahch«>jon?;Siiday and Saturday, i 

T4/irnn X.nflTV i 


Swid^y- 

».r Ami n d ir> p » debositors that-, their 


:/'^e*^6d^jS&bur^dd' those whp 
. hadl made ynthdrawals to returh 
i' thelfcnds^h^haye any penalties j 


/dffy alfrsaid some..depQSitdre;fMd 
c '^sfed^eir : cfertfficate/ acc6jlhi| 
.^fifelmatunty and;paid theiektiy 




he said. 

F^-ffeherpiifeFwill'^ reifiaih in effect 
until further notice. Wall added. 

Wall said the withdrawals since 
Friday have not endangered the 
^i^tution^'-sd^^few^iassets-. of . 

>the ban^uptcySbcaiisemany S&L 
■ customers also invested in bonds 
issued by American Continental, 
v/Wallsaid. . *L ‘ 

; fSome bonds were sold at Lincbln 
livings branches, but the bonds 
were not insured because twey 
weren’t deposits. 


£(*L - )SJ -/f 



APR 2 1 1989 


i'u>l — - ? riOdi «.. 


FBI / OO J 















V / 

FD-350 (Rev. 5-8-81) 


(Indicate page, name of 
newspaper, city and state.) 


(Mount Clipping in Space Below) 




rs confidentof 


. PHOENIX GAZETTE 
Date: 4/18/89 
Edition: 


• ■ ■« * ,vpy #rw|n ? i ' *’ 1 . W>y 

. ;^Jp}&Ph<^Tiix Gdz^ttepp^i 

31^/WJd'Rfblllf fllft/l'Kt} A wiAwinnv. w ’ 


intimidation effort* by the company and Fnd f’ lts ™ nft was- seized by federal 
predicted it is "the beginning of a battled • • 

On Monday, the Phoenix-based holding ^ ° f the Federal Dep0Slt Insurance 
company filed a $150 million lawsuit in ■■ , TT _ . 

U.S.. Dis|rict Court in Phoenix charging , t Monday s Jawsmt asjcs JJ&. Jhstnct 
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find ihis lawsuit totally WithoutelS^MI^ 
“American Continental hI^|M®pSipry of 
disagreeing with its : 'regulhw®fitsd this 
indicates the problems , lie ^th^fefebrnpany 
and not those charged with a?#£leing its 
behavior,” White said. ; 

American Continental "has a .problem with 
San .Francisco, has a ptoblenil ^tfethlistate of 
California, then the^A/havC'^MinB with' 
Washington. Eveiybody&'htil'bLs^ffi^i ACC,-, 
and you begin to think ihaybd’the$/o||efn is in 
the other direction.” 4 - J-'Twf&mi 

7 - 4 .Whitb’” tfulded that ‘ the : do<5^t0||^' seize 
Liiicoln .Savings was absolutely 
• "Lincoln is deeply irisolvent. «ui 

•.in an ^unsafe and unsouhd;man^||j;phey have 
Jdisiipated its assets, ’\Wj|i$e' saidf|p|| 

' ; David, parr, a spokesman fd^f^Federal 
;Home^Lphft.Bahik Board who hMheeh sent to 
■Lin^lh^iieadquarters in' Eh<fehiU3from his 
Washington, D.C., office^ ^xpmm^that there 
76r&thrpe instances in which ^ed|ral^|e^ulators 
; * Will take a thrift into conservatp^|(i|)iS'- . 

V' ' fiegulators seize a thrift if itii-inSblyent, has 
'*.«■ substantial dissipation oft asseta or is 
^Operating in an unsafe, and unsound manned 
Bah* said. \ *- 

Lincoln Savings is not* insolvent but meets 
thedther r two criteria* he said* 5 
At'the end of 1988, the fSS3*>^^®et worth 
^sJpf $ 400 .inillion, he said4ltSft0y^|ch^|his.week 
is $fo million, regula&OTidTT^fr 
“The FHLBB has ah obligation. hi protect 
deposits as well as thednsurance. fund,” Barr 
said. “We. don’t take on personal vendettas 
against individuals.” -*• -J; 

The only other savings and loati,^d ; be seized 
by federal, regulators for reasbns^her than 
insolvency were Gibraltar Saymgs; 4 Beverly 
Hills,,. .Calif., with ^assets $13;iSbillion and 

fiiKrflTfaV SSfivintfc T? l'ti T3e.il i6lrtl otYV •} cl-i wiftr 


ig|g^esphl^Whic^wf : ' 
^nnble^dif ^ ^At'Me 
ihkye'hdjommefititb 


: i?^^tvEly, at 


mm. aV-ial^ 




It-bdded in* ; Alekdh- 
ijefcli at Monday’s 
;he^had d- io$?;of 

A- -:a. * 


t blbst£jtihg, 
em at*M$” 


arly .'indicate 
"^ultimately 


ilSf 

$*e Fefeni 
Ejji$>lh Savings 


loieaituati 
Okn major 

mated dgli 

m 

wedicteH 

IM 


M 


mm 


„ THe'd987 §mt ueween 
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betv/een American 

where toistop.the 

leaks, not‘j^WS|8iyMhg8 'o$k -1966' 
examination of 'Lihc^lttlphaj ^icklyi cohdtict 
another examinatiOmofLkfiboin. ’ 

Monday’s lawsuit chai^fes:lhat fedeMit,.„-, 
lators broke all three, the agr$$Meht,;. 

jeopardizing $1Q million in^efted. in Idnc^lBByV. 

’ ■ •• 
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Regulators confident of cou rt 
victory in battle against Keating 


By Leslie Irwin 

The Phoenix Gazette 

A California savings and loan regulator 
said a lawsuit filed by American Continen- 
tal Corp. against federal agents is another 
intimidation effort by the company and 
predicted it is "the beginning of a battle.” 

On Monday, the Phoenix-based holding 
company filed a $150 million lawsuit in 
District Court in Phoenix ohareim; 
jeoerai l^v.Uiotors vuth breach oi contract, 
illegal disclosure of confidential informa- 
tion, interference with business relation- 
ships, negligence and violation of regula- 
tions intended to assure fairness. 

The suit was filed shortly after Ameri- 
can Continental chairman Charles H 
Keating Jr. addressed a press conference 
and promised to use all legal means to 
defend his company 'and Its main* subsid- 
X^incoTn Savings andLoatt 'of Irvine, 

:CaU h * V'. >■' 

. ^Aperican_Continen^l * sought protec- 
tion? from creditors Thursday, filing a 
§hapter 11 (reorganization) bankruptcy 


Edition: 


4/18/89 


Estrella; What next? iD-1 

petition in federal court in Phoenix. On 
Friday, its thrift was seized by federal 
regulators and remains open under man- 
agement of the Federal Deposit Insurance 
Corp. 

Monday’s lawsuit asks U.S. District 
- ■ v .i - lla.dy tu av> aru American 

Continental $50 million in damages and 
$100 million in punitive damages. 

Bill Davis, chief deputy commissioner 
for the California Department of Savings 
and Loan, said the blame for Lincoln 
Savings’ problems should lie at the feet of 
American Continental, not federal regula- 
tors. 

“Regulators did not put any of those 
high-risk assets on Lincoln’s books, so how' 
can they be 'blamed for :the ultimate 
; positioiK£that -In?^.]3avl8 said. “I 
would say 'tHoSe^decisionl'iwere proftably 
at See H Keating, A-4 , 


Character: 56c _ 181 

Classification: B0 — 307A 
Submitting Office: 

PHOENIX 

Indexing: 


3L<L - ' /r\ 

U,:. 

» 2 0 ' - 




FBI/DOJ 


Keating 


From 


3 at the American Continental level.” 

10 member of the three-person Federal Home Loan 
{ Board, Lawrence White, said he expects regulators 
speedily win any court action concerning American 
, mental. 

Ve will defend ourselves in court, and I’m quite sure we 
be victorious,” White said. "I find this lawsuit totally 
out basis. 

vmerican Continental has a history of disagreeing with 
^gulators, and this indicates the problems lie with the 


™vior,” White said. 

merican Continental "has a problem with San Fran- 
i, has a problem with the- state of California, then they 
3 problems with Washington., Everybody is out of step 
i ACC, and you .begin to think maybe the problem is in 
other direction.” 

/ hite added that the decision to seize Lincoln Savings 
absolutely necessary. 

Lincoln is deeply insolvent. It has been run in an unsafe 
unsound manner. They have dissipated its assets,” 
ite said. 

)avid Barr, a spokesman for the Federal Home Loan 
ik Board who has been sent to Lincoln headquarters in 
jenix from his Washington, D.C., office, explained that 
re are three instances in which federal regulators will 
e a thrift into conservatorship. . . _ - 

tegulators seize a- thrift,. if,. it ' .is. insolvent, has a 
.stantial dissipation of assets or is operating in an unsafe 


Lincoln Savings is not.insolvent’but meets the other two 
.cria, he said. ..... 

U the end of 1988, the S&L - had a net worth of $100 
ilion, he said. Its 'net worth this week is $20 million, 
julators said. 

'The FHLBB has an .obligation, to protect deposits as well 
tHe insurance fund,”- Barr said. “We don't take on 
rso lal vendettas against individuals.” 

The °nly other savings and loan to be seized by federal 
julators for reasons other than insolvency were Gibraltar 
vings Beverly Hills, Calif./with assets $13.4 billion and 


, s .. V T V *>: ’ . 4 

uibraltar Savings [with' assets of 

5 - 1 A billion. ’* ^ k- 

Both are owned by GibMtaFBn^M Gorp- and suffered 
li ^ipation of assets' an^'werfe^pe^tin§« in-' an unsafe and 
unsound manner, Barp sMdi . ■ .• 

James Thayer, chpirpian, president, "chairman and chief 
executive officer of Gibraltar^flnaiicial gave a statement 
m rough his secretary. . . ; ■ 

Asked if he was considering legal-action like that taken 
by American Continent#, Thayer sq^d; “We. are developing 
a response which we will makepublic when completed. At 
t i ie moment we simply do noi hqVe a comment to make.” 

Bert Ely, a thrift analyst based in Alexandria, Va., said 
Keating’s speech at Mohda^fifre^; conference showed he 
had a lot of chutzpah.-' . 

"This is part of an effort. at hl}^nhg» putting people off 
and holding them at bay” Ely-said,^' .' 

"But the physics offhhmc# dearly indicate the whole 
situation is bankrupt mean ma i° r > 

major losses to 8harehb)d|^* fjihprdinated debenture 
holders and FSLICI” - * 

Ely predicts it will, tatf&f^to sort out exactly- who will 
shoulder the losses..;, ■ 

Named in the Loan Bank 

Board, Federal Savm^i^£i$^^ the 

Home Loan. f®4 Lincoln 

Havings-and Loan Assocjaw^'' - "’’’- "k* • ■ 

The lawsuit was filed by; Americah Continental Corp. and 
First Lincoln Financial Corp.- oh behalf of Lihcoln Savings 
andLoan Association, - 
It claims that senior bank board official? violated a 
written contract with Lihcqih that resulted in Lincoln not 
refiling a lawsuit against thfebap^'board ahd'not suing the 
San Francisco-based bank board:; -;; " 

Lincoln sued the bahk boafd in 1987 to stop leaks it 
v laimed were hurting its business. - 
Board officials in Washington, D.C., and San Francisco 
"repeatedly and deliberately disclosed to the', press highly 
confidential information about-Lincoln obtained pursuant 
to the Bank’s examinations of Lincoln. --These leaks were 
..art of the pattern of bad-faith misconduct by the FHLBB 


and'FHLB-SF directed at Lincoln,” the lawsuit states. ] 

• The 1987 suit resulted in meetings between the two sides, 
and federal officials agreed to stop the leaks. 

After more negotiations, a memorandum of understand- 
ing was reached Jbetween American Continental officials 
and federal regulators Where regulators again promised to 
stop the leaks, not to "rehash” findings of a 1986 
examination of Lincoln and quiokly conduct another 
examination of Lincoln. 

Monday’s lawsuit charges that federal regulators broke 
all three legs of the agreement, jeopardizing $10 million 
invested in Lincoln by American Continental. 

The bank board’s violations of the memorandum of 
understanding "and its failure to deal honestly and in good 
faith culminated in the institution of the conservatorship on 
April 14, 1989,” the lawsuit said. 

Before the lawsuit was filed, Keating delivered a 10-page 
speech at a press conference that had been billed as "further 
explanation” of the decision leading to the company’s 
bankruptcy filing. 

In His speech, Keating blamed- his company’s woes on the 
actions of federal regulators. "I am particularly anguished 
about the fact. that •, a few nameless bureaucrats, who 
ostensibly are charged with enforcing our laws and 
regulations, have misused their position of authority and 
haiie -'attacked my leadership of American Continental Corp. 
and Lincoln Savings and Loan. 

"Aschairmanmf this company, I hold very dear the trust 
that our investors have placed in me . . . and I have taken 
every appropriate action • to rectify the unwarranted 
bureaucratic assault that some malicious bureaucrats in 
Washington, D.C., have waged against me and my; 
company,” Keating said. _ _ . 

Those who purchased bonds in American Continental 
have become unsecured creditors in the bankruptcy 
proceedings. .* 

No bond payments will b'e made while the company is 
reorganizing, and indeed, the bonds could end up being 
worthless. 

Unsecured creditors hold more than $200 million v orth 
of the bonds. 


/ 
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For Keating, business 
is-just shrewd politics 


4/1 they that take the sword shal l 
per.jsh with the sword. 

— Matthew 26: 52 

U,' h< >•' ,c"..x"(r,o 

questions, thank you) looked 
for all the world like a 
political campaign, with the 
Mi candidate flanked by his very 

proper wife, fresh-scrubbed 
panachildren and adoring friends 
looking on and cheering 
sycophanticaliy his triumphant 
appearance, reporters fidgeting 
uncomfortably in their supporting ‘ 

. Except that Charlie Keating wasn’t 
a candidate, and he wasn’t running 
for anything. 

Not even for cover. 

He was fighting back, punching, 
kicking, scratching, clawing and, of 
course, suing, in a desperate bid to 
salvage what’s left of his once-dazzling 
business empire. J 

American Continental Corp. had 
just filed for bankruptcy, and here 
was its chief executive acting every bit 
like a conquering hero. Albeit an 
angry hero. 

That’s the way it is with gamblers. 
They never admit they’re out of the 
game. Buoyant confidence, born of 
voracious ego rather than statistical 
reality, incessantly whispers that just 
one more deal of the cards will bring 
the big score and set them free. 

Misfortune, you see, is nothing but 
a run of bad cards; 

One character trait that all 
gamblers seem to share is this 
inability to accept responsibility for 
eir plight. They never lose because 
hey ake a foolish risk, like asking for 
£ Wl . th 18 showing or going for an 
olrdt Straight The y just get bad 

Keating is a gambler, a 



John 

Kolbe 

Gazette 

columnist 


swashbuckling eritrepreneurwho 
plays not with cards, but with money. 
Other :people’s money. 

And he also has ms own version of 
bad cards, ."thogfe. who would destroy * 
us.” They’re the regulators, the people 
at the.FederalHome'LoanBarik 
Board and its deposit-insurance arm 
who seized Keating’s cash cow, 

Lincoln Savings/last week 

Federal regulators are Charlie 
Keatings Willard Mecham, the 
ever-haridy scapegoat. 

"A few nameless bureaucrats who 
ostensibly are charged with enforcing 
our laws and regulations have 
misused their position of authority 
and have attacked my leadership,” he 
said. ”1 have taken every action— 
appropriate to rectify the 
unwarranted bureaucratic assault 
that some malicious bureaucrats . . . 
have waged against me and my 
company.” 

He was "driven” into bankruptcy 
court, he charged, by a "massive and , 
politically timed interference” by the 
regulators. 

It wasn’t clear why federal officials, 
already facing losses of about $150 
billion, were so eager to add to their 
woes. Keating, Arizona’s highest paid 
corporate executive, didn’t explain. 

Conspiracy, it seems, especially one 
of the sinister federal species, is its 
own explanation. 


( 


(Indicate page, name of 
newspaper, city and state.) 


Date: 

Edition: 


Title: 


PHOENIX GAZETTE 


. 4/19/89 


Character; 560-181 
80-307A 


or 


Classification: 
Submitting Office: 


PHOENIX 


Indexing: 


■5UL-IZ/-3? 

— L -y^L ■■ 7^— 

n 2 3 '-'i 

* »» >* 4 u J 

_ F.-’.l — 





FBI/ DO J 


SjlMn-rfnioment of unusually 
blunt candor tucked into the 10-page 
diatribe against his tormentors, 
Keating may have comeinuch closer 
to a meaningful explanation of 
American Continental’s dilemma, and 
put the press conference’s richly 
political atmosphere in sharp 
perspective. 

One question that had been raised, 
he said, was "whether my financial 
support in any way influenced several 
poh’jo 1 * r ' up mv cause. I 

want lo mi} in tut nsost lorcei'ul way I 
can — I certainly hope so. ” 

There it is, a succinct summary of 
Keating’s philosophy: business is an 
exercise in shrewd politics. 

All through the 1980s, Keating (and 
his extended family, both filial and 
corporate) have bankrolled local 
candidates, including John McCain, 
Dennis DeConcini, Bob. Corbin, Tom ' 
Collins and Pete Dunn, at a prodigious 
rate.;, ... . . .Y. 

Lesfcthere be any confusion, 
however, he made it clear this was not.- 
charity, nor did it have anything to do 
with political beliefs (Republicans, 
Democrats,, conservatives and liberals; 
got his largesse). It was a pure 
business investment, with the 
dividend to come later, on demand. 

He said this "contract between 
voter and politician,” which would 
seem to be limited to voters with large 
bankrolls, entitled him to "seek their 
help when needed, and demand it 
when justified.” (Guess who decides 
justification.) 

And he did. Over a year ago, he 
"demanded” action from McCain, 
DqConcini and other lawmakers when 
San Francisco auditors got too 
persnickety about Lincoln’s finances, 
and\in a virtually unprecedented 
move, got the case switched to 


, Washington. (Unfortunately, auditors 
, f there found the same problems. V , 

, It was vintage Keating. With the 

subtlety of a runaway freight train, he 
plied and twisted and bullied the 
political system to suit his economic 
ends. 

But when he had used up his chits, 
and the years of high-rolling became 
too transparent in a sinking real 
estate market for prudent politicians 
to risk their necks saving him any 
longer, the system finally turned on 
him. And now he's bewnderea. hurt 
and angry. 

Perhaps he has a right to be. After 
all, he had paid dearly for the right to 
receive delicate political treatment. 

But there’s a basic law of physics, 
which seems to apply to most human 
endeavors as well, that for every 
action there’s a reaction. Something 
about living and dying by swords. 

Interestingly, Keating’s new public 
relations spokesman is the son of 
former Texas Gov. John Connally, 
another high-roller who Went beily-up 
last year, a victim of plummeting oil 
-prices. 1 • - 

But there is one big difference 
- between the, two men. Big John 
Connally gambled with his own 
money, not that of depositors or 
taxpayers, and when the bills came 
due, lie took his lumps like a man, and 
auctioned off his personal possessions 
to make good on his debts. There were 
no recriminations, no heartless banks, 
no malicious bureaucrats. He won 
wide respect in the process. 

One suspects there’ll be no 
bankruptcy auction at Charlie 
Keating’s house anytime soon. 


■John Kolbe comments on politics for The 
Phoenix Gazette. His column appears 
Monday, Wednesday and Friday. ** — **■ 
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i By Anthony Sommer 

The Phoenix Gazette 
les H Keating Jr.’s troubled finan- 
.. pire is being threatened again, this 
time in* MaricapaXJou^ i: 

McCarthy Western (instructors Inc.,' 
•general contractor of the Phoenician Golf 
and Tennis Resort, has asked Superior 
Court Judge Cecil Patterson to .issue an 
injunction . that • would ‘freeze - an escrow * 
account held -by Phoenix Resort Corp., 
owner of the Phoenician, to pay construc- 
tion costs. 

McCarthy instead received a temporary 
restraining order freezing the account until 
the hearing on an injunction could take 
place. 

McCarthy has filed a lawsuit against the 
company seeking $18.5 million it says it is 
owed for its work at the resort. 

A two-day hearing on the case — 
scheduled to end late today — has been 
cloaked in mystery. Patterson agreed to 
keep secret the name of a Kuwaiti investor 
in the resort. 

The request for the injunction is the 
opening round in the lawsuit filed by 
McCa "thy in February. The resort opened 
Oct. I., 


Phoenix Resort responded with a coun- 
terclaim charging McCarthy with shoddy : 
.workmanship, dbuble-billing and addition, dv 
,'worjc that was. : not approved on the hut &> 
resprta|^9TO®^^ell»ckRoad. ,; r 1g 

"it: Phoenix is a subsiditay rof Kusi/* 
-ihg*p i Americate-Ctontanehtal Co^.,?butit lit 
. not' .among -‘the ■ American Continental' 
.companies that filed for bankruptcy ;oS“ 
Thursday. . 

Norris it (directly involved in the action^ 
by federal ‘ regulatory agencies last week: 
placing Keating’s southern California-' 
based Lincoln Savings and Loan Associa- 
tion in conservatorship. 

Keating on Monday filed a lawsuit in 
U.S. District Court against federal regula- 
tors seeking $150 millionin damages. ; 

When McCarthy filed its lawsuit Feb. 16,' 
it asked the court for an order 'barring 
Phoenix Resort from allowing the escrow 
account at Manufacturers Hanover Trust 
Bank in New York to sink below $18.5 
million^ the amount McCarthy claims it is 
owed. I 


However, the account holds only I $9 I 
million to $10 million, according to atjor- ! 

See ■ Builder, F -7 ' 
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neys for both sides. 

McCarthy President Gerald W. 
Murphy, the leadoff witness, testi- 
fied his company contracted to 
build the resort in 1986 and 
received regular payments until 
October, when (he hotel opened for 

\iupi,y >aiu, the 
company has not received any 
payments. 

Phoenix Resort attorney Joseph 
McGarry told Patterson in his 
ORomng remarks that he would 
present witnesses who would tes- 
tify that it will cost $11 million t/b 
cojrect the deficiencies in McCaik 
thy’s work on the hotel. t 

He also said he would provide 
evidence of almost $6 million 
worth of unauthorized changes, 
duplicated billings and Rental over- 
charges by McCarthy. "" " 
McGarry said McCarthy is 
claiming it is owed $152 million* 
while Phoenix Resort puts the 
bottom line at $141 million. He 
said McCarthy has been paid $131 
million of the amount due to date. 

He also argued there is no need 
to tie up the escrow account 
because McCarthy still has the 
right to exercise a lien against the 
hotel, which he said is valued at a 
minimum of $250 million, if it 
should win the lawsuit. 

McGarry said the resort’s first 
season far exceeded projections 
md there is no reason to belief 
iebls will not be paid. I 

"It is solvent, solvent, solvenlt 
yith a capital S,” McGarry told 
, he judge. 



McCarthy Western was general 'con'fractor of the Phoenician while 
was under way last year. It is seeking payment for the project in court. 
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layback time, s 
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! Itjsould not be the first time that 
: McCain and DeConcini took up the Keating- 
y. cause. In December 1986, at Keating’s 

One Subsidiary of American Continental, behest, the two Arizona senators took part 
Lincoln Savings and Loan of Irvine, Calif., in a meeting with other senators and . 
has been seized by federal banking officials of the Federal Home Loan Bank 

regulators. A criminal investigation of Board. Though the senators say they didn’t 
Lincoln Savings is being conducted by the ask regulators to call off a San 
U.S. attorney’s office in Los Angeles. Francisco-based investigation into Lincoln 
Keating announced Monday that he was Savings, they did say they demanded of 
going to fight to keep his financial empire, banking officials why the investigation was 
fight against ‘‘a few nameless bureaucrats, taking so long. 

C + harg f enforcin g Regardless of the intent, the effect of 
• . .. . gu ftions, (who) have that meeting was immediate and clear-cut 

• In an unprecedented move, the 

Continental Hnm riJH ^ s ^ mencan investigation was shifted from San 

1111111011 Francisco to Washington, D.C. 
r I ?S dotors - Now it’s time for Eating-style 
Wc fribnHe Tr» ^ ee< ! s ,? little help from democracy to go into action again. It’s 
he heihwoc ^ d f^ n £^ ollof JUS ■ whom again time for Keating to get his money’s 

worth from the state's elected 

develonerhs^ inven nc^P’ representatives. It’s time once again for 

the notion of umque ^S^t into DeConcini and McCain to step between ' 

K<Lth)g 0D ° f dem0Cracy accordm g to Keating and the regulators. . 

Keating is lboking for help from friends ' It’s time for DeConcini and McCain - 

who have used his financial help over the 311(1 ma y be and Koll>e ” tol) “ fer 1 
years to stay in political office. Among Keating against accusations by federal 
those Keating has financially befriended 1 regulators that “Lincoln Saving had 
through campaign contributions by himself ’ substantially dissipated its assets through 
his family, his companies and his ' i ’ violations of regulations and laws, and was 
employees include U.S. Sens. Dennis operating in an unsafe and unsound 

DeConcini and John McCain and U S ReDS condition ” when the ^ was seLzed and , 

Jon Kyi and Jim Kolbe ' ^ that “Lincoln Savings and Loan is a deeply 

“One question, among the many raised to ' ns0 ' vent and loan on a 

recent weeks,” Keating said Monday, “had market-value basis. • 

to do with whether my financial support in McCain and DeConcini say their " 
any way influenced several political figures previous “help” to Keating was no more 
to take up my cause. • . than they’d offer to any other constituent 

“I want to say in the most forceful way I and that it did not indicate ih it they were 

can: I certainly hope so . . . This is how that bought and paid for. 

system we call democracy works. We With the financial fortunes of thousands 

support and campaign for the political of investors, many of them also 

leaders we believe will represent the best constituents, at stake, Arizonans should 

of American virtues.” closely watch their two senators as the 

And it’s implicit that Keating and \ Keating debacle develops. We need to see if 
American Continental Corp. and Lincoln they are devotees of the Keating 
Sayings and Loan are among the best of > j ^democ ratic philosophy: that we hayejh£_- j 
American virtues. I best politicians money can buy. j 
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"Phoenix has oaf- ' . K-^T place 
<*m tKe"’:&gency, .apparently a bthority. to transact ..business 
shielding.it from the troubles of its u 01 -J.. p ” or mana gement of ali 
parent company, Lincoln Savings subsidlanes is hereby revoked.” A 
andLoan Association. Kirk said he was not aware of 

Ken Kirk, 28 , said he bought the „ ^ a( ^ e< ^ "None of it 

'• < <•(.•<- - r; i’j.sUiaj,, t . agriu-v ^ Iv , iJ -' r(c us. and it 

irom Irvine, Calif.-based Lincoln . use w <-‘ re not owned by them.” 
on April 10, four days before the , S i nce taking .over, Kirk said he 1 
thrift was seized by federal regula- bas assembled his own board of 
tors - directors, made up of five officers 


American Contin 
.Phoenix, iyhich : 
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"‘•“The board dPairectbfs is ‘in 
place as adopted by me, basically,” 
.he said. ... 

Kirk, who , Joiriedi Insurant!^ 
West thrpei!^e&V^dix plid ! ,hpt4i 
disclosd a purchase price for the' ■ 
agency. He denied published re- 
ports of a $2 million price tag and 
said he was, .the sole, .purchaser. .. 
.Amsiqi^g^ 

MdrlovfejS 


m i - . -• ,vj - . t / *• , 

ferred' ownership to Lincoln ,ii 
1984. . . . , 


W9gM#SBg5t 

individual and commercial ac- 
counts. Annual premium volume 


require • ap-; 
prpva}.df;the; “Arizona. Department 


•A manSlMtofr^hyou^Ilf Insuf-* 


-that proposal fellTthrough. 
Wischer is the' husband of Judy J. 
Wischer, whole presidehtof Amer- 
ican. Continental. , Gepjgge, Wischer 
has^resigned,^ positioii'*as a vice 
president of Americas Continen- 
tal.! 


/ynerican jGontihental formed 
Insurance West.in 1980 and. trains 


'insurance company/actu- 
ally : is the insurer. They’re the 
ones': who maintain the risk and 
pay the claims,” said Gay Ann 
Williams, executive assistant. ;to 
the director of : the department. 
“An insurance agency is just an 
office that has licensed agents (In 
staff who place the business wijh 
hhinsnrance company.” 
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^Judge freezes^ 
resort account i 


By Anthony Sommer 

The Phoenix Gazette 

After hearing testimony that 
money earmarked for construction 
of the Phoenician Resort was used 

to buy $2 million worth of NFL 
C . !;•' !. r 1 . _‘ 

iJiuMcn worm \A i.i'Ayf rs" and 

to buy a $73,000 Porsche sports 
car, a judge has ordered the 
remaining funds frozen. 

In an order issued after a 
two-day hearing that ended late 
Wednesday, Maricopa County Su- 
perior Court Judge Cecil Patterson 
banned Phoenix Resort Corp. from 
spending any :of the $10 million 
remaining in the construction 
fund. - • ; * 

The . baih'.' ynl} ..remain in effect 
until. an';$18.5;jmillion lawsuit filed 
by ‘ McCarthy-Western Construc- 
tors. against Phoenix Resort is 
resolved, a process that might take 
two years or -more. 

Phoenix Resort is a subsidiary of 
American Continental Corp., al- 
though it is not among the compa- 
nies headed by Charles H Keating 
Jr., that filed for bankruptcy last 
Ivhursday. 

\ McCarthy, .the prime contractor 
fob the resojt, filed suit Feb. 16 

- 1 -*t 


claiming that American Continen- 
tal owed $18.5 million in construct 
tion costs and had stopped making 
payments when the resort opened 
Oct. 1. 

Phoenix Resort, the operator of 
tui Lt,u ,. hii ■; a roumeiclaim 
charging that delects in McCar- 
thy’s workmanship would cost $11 
million to repair, and another $7 
million in bills from McCarthy are 
being disputed. 

But 'at Wednesday’s hearings, 
Phoenix Resort also admitted to 
breaching a portion of the con- 
tract. 

That provision states that .if 
McCarthy filed a claim for unpsdd 
bills, Phoenix Resort was obliged, 
to. maintain the balance in :the, 
construction "fund at at- least the 
level McCarthy was.claiming. 

McCarthy filed a. lien against 
the hotel in October for $19.4 
million — which later was reduced 
to $18.5 million in the February 
lawsuit. At the same time, Phoenix 
Resort allowed the balance in the , 
fund to drop to between $9 million ' 
and $10 million. 

"It’s very clear that when Mo 

— 1 f '*-, 

' See ■ Resort, E-6 
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IResort 

Carthy raised a claim, that it (the 
construction fund, which is on 
deposit with Manufacturers Hano- 
verTrust) should have been frozen 
atjthe level of the claim," Patter- 
-son said after rereading the con- 
■ tract. "The amount should not be 
lowered until the dispute is re- 
solved.” 

During testimony Wednesday, 

' ■ •* v 1 r^ntroMer for 

Phot n a lu^ori, admitted that 
more than $1 million was taken 
from the construction fund to pay 
former US Football League Out- 
laws owner Bill Tatham Jr. for 
tickets to Phoenix Cardinals’ 
games. 

Tatham won the tickets in a 
court fight over priorities to Cardi- 
nals tickets. Littleton said the 
tickets were used to promote the 
hotel. . '•? 

Littleton also, testified 'that $1.4 . 
million was disbursed from the 
construction fund to.pay legaLfees 
involving the hotel, all under the * 
heading of "consultant” fees. 

And she admitted another $1.1 
million had been budgeted from 
the fund to pay lawyers who were 
negotiating with a Kuwaiti busi- 
nesssman who has made an offer 
to buy 45 percent of the resort. 

The money was not spent be- 
cause McCarthy obtained a tempo- 
rary restraining order when it 
filed its lawsuit in February. 

Another $73,000 was paid out of 
the construction fund to Camel- 
back Porsche for "transportation 
equipment.” Littleton admitted 
the money was used to buy a sports 
car for an individual identified as 
John Lee who did "zoning work” 
for Keating. 

And Littleton testified that her 
salary and those of other Keating 
employees was reimbursed from 
the construction fund to Lincoln 
Savings and Ix>an Associatkmrtfie 
California financial institution 


Fr©m-§-l 


by American Continental 
that was placed in conservatorship 
by federal authorities Friday. 

Littleton said that although she 
served as controller for the con- 
struction portion of Phoenix Re- 
sort, she is an employee of Cres- 
cent Hotel Group Inc., another 
Keating company that is in bank- 
ruptcy, has her offices at Ameri- 
can Continental headquarters, and 
is paid directly by Lincoln Savings, 

Also during Wednesday’s hear- 
ings, McCarthy president Gerald j 
Murphy announced his company \ 
had terminated its contract with 
Phoenix Resort and will not do any 
more warranty work on the hotel. 

Murphy also testified many of 
the cost overruns on the $148 
million- 1 project were caused by 
Keating who fired numerous archi- 
tects and lMdscapers and design- 
ers. (finally hiring his wife- to 
.complete.: the 'design, work) and 
^ con-. 

■siructioh.. v "'} m 

;V A ;tape recording >.of ,a speech 
Keating nMe 'to construction 
workers last summer admitting he 
was on the verge of -financial 
trouble was played to the judge. 
"This is the kind of mausoleum 
idiots build ” Keating said in the 
speech. 

"He ended up building some- 
thing he couldn’t affird and now 
he wants everyone else to share 
the cost,” said Murphy, who notted 
$13 million of the $18.5 million he 
is seeking in his lawsuit actually \is 
owed to subcontractors. 
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/ ‘ Directors and -dnicers of 35 subsid- 
iaries of* Lincoln Savings & Loan 
Association received a letter from the 
federal government this week. 

It begins: “In accordance with 
Section 406(cXlXB) of the National 
Housing Act, as asm 

pursuant to Federal Home Loan Bank 
Board Resolution No. 89-1328 . . 

It goes on to say that, subject to a 
. ruling today in U.S. District Court in 
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^Friday b^ |he ^Federal Home A Loan' v< 0 f r the officials, gives them' : '48 ; hours to 
.Bank Boafd: ' ' • return to the conservator any “cars, 

: “Pursuant to its powerCthe letter keySj credil cards, books, records, 

*$ays, “the conservator has caused the . raftc other 


Replace the 1 incumbent \ TETZ 

each *porporation's board of directors ^ey can *° \ onge 
as well as the incumbent president or of the corporations. 

Ichicf [executive officer, chief financial ,PP Thursday, howevei, e ; a 


as wcfil as the incumbent president or 01 tnc corporauc 
tphief [executive officer, chief financial ,P n Thursday, howevei, e,a 
Solfictfr and secretary of each* corpora- regulators Tep^potpted sompv'Oi t ic 
'‘vV ‘ . executives tp.>their*pdsitions;.f^ V 
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Court asked to bar 
U.S. seizure; future 
of empire at stake 


By Lisa Morrell 
The Arizona Republic 

The fate of Charles H Keating Jr.’s 
financial empire may be decided today 
when a U.S. District Court judge deter- 
mines who has control of 1 1 key 
subsidiaries of Lincoln Savings and Loan. 

American Continental Corp. of Phoenix 
has asked District Judge Paul Rosenblatt 
to rule that the federal government 
“illegally” attempted to take control of the 
subsidiaries this week. 

Keating is chairman of American 
Continental. Lincoln is American Conti- 
nental’s biggest subsidiary. 

American Continental and 11 of its 
subsidiaries filed Chapter 1 1 petitions for 
reorganization in U.S. Bankruptcy Court 
on April 13. The next day, federal 
regulatory officials put Lincoln into 
conservatorship, or under government 
n&nagcincni. The Federal Deposit Insur- 
ance Corp. was appointed to manage 
L ncoln. 

'American Continental charges in a suit 




ue on Keat 



rms 


filed in U.S. District Court on Wednesday 
that “self-dealing” government officials 
violated bankruptcy laws when they seized 
the subsidiaries and began a housecleaning 
of the companies’ top management and. 
directors Monday. 

The government’s actions to gain 
control were intended to damage the 
creditors of the subsidiaries and American 
Continental, the suit charges. 

In a response filed late Thursday 
evening, the Federal Savings and Loan 
Insurance Corp. charges that American 
Continental’s request to block government 
control of the subsidiaries “borders on the 
frivolous.” The response also says Ameri- 
can Continental is plotting to prevent the 
government from taking over Lincoln’s 
assets, which were acquired through 
money deposited at Lincoln. 

The FSLIC insures thrift deposits. 

FSLIC attorneys also say that federal 
law permits them to take over the assets of 
a thrift and “take any action necessary” to 
safeguard those assets. 

After a hearing this morning, Patterson 
will determine who has control of the 
subsidiaries. 

His decision could influence the fate of 
22,500 American Continental debenture 
holders owed more than $200 million, and 
$1 billion in Arizona real estate. 


i —i— ■ ssansasgsg l 

RELATED STORfES 

LAWSUIT: Keating accused o' 
hiding firm's financial troubles, F6 
•ACQUIRE: Buying a securities firr 
presents a problem, F6 


If control of the 11 entities goi 
federal' regulatory officials, the fi;-. 
.cial-services and real-estate conglonn 
that Keating has built over the p*K ; 
years will be severely crippled. 

Together, the 11 subsidiaries tv 
$3.4 billion in assets. American ConL* 
tal, the holding company, claims * 
$454,000 in assets. 

American Continental says in 
lawsuit fried late Wednesday that rr., 
mg its interest in the subsidiarh * 
necessary for the company to reorgm 
It also says it had been forced * * 

Chapter. 11 by regulators’ “sem. 
bureaucratic decisions” not to appro 1 a 
sale of its troubled thrift. 

FSLIC attorneys contend that ta>:~g 
the subsidiaries out of conservator^ 
control would leave the FSLIC “hold*: * 
the bag” for the same depositors’ n 
that was used to build Lincoln’s uv- 
That would, the filing says, “aulh 

— See FUTURE, />/>/>< 


APRIL EVENTS 

APRIL 4: Class-action suit 
filed in Los Angeles County 
Superior Court on behalf of 
shareholders, debenture holders 
and other investors in American 
Continental Corp. 

APRIL 13: American Con- 
tinental Corp. and 11 subsid- 
iaries file in Phoenix for reorga- 
nization under Chapter 1 1 of the 
U.S. Bankruptcy Code. 

^ APRIL 14: Federal reg- 
ulators seize control of Lincoln 
Savings and Loan. 

W MONDAY: Charles H Keat- 
ing Jr. lambastes federal regula- 
tors in a public speech and files a 
$150 million lawsuit against 
them. Federal officials take over 
35 subsidiaries of Lincoln and 
get rid of top management and 
board members. 

^ WEDNESDAY: Keating 
files a lawsuit in Phoenix that 
says federal regulators had no 
right to take control of 11 
subsidiaries. Maricopa County 
Superior Court judge freezes a 
$ 1 0 million account for work on 
the Phoenician Resort until 
American Continental settles a 
dispute with contractor McCar- 
thy-Western Constructors Inc. 
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Future of Keating empire 
hinges on asset ruling today 


umn. 

iniNCiupuUnis ownois oi : emulated 
financial institutions to gain unfet- 
tered use of depositors’ money.’* 

Federal officials on Monday ousted 
the presidents or chief executives, 
chief financial officers, corporate 
secretaries and directors of 35 Lincoln 
subsidiaries, including the 11 that arc 
^operating under Bankruptcy Court 
’protection. New directors were ap- 
pointed. 

I! Mark Randall, FDIC managing 
;agent, said that some of the subsidiary 
-managers had been reappointed. 

The government’s response cites 
case law that says a court should not 
interfere with shareholders’ rights to 
elect directors. The government con- 
tends it has control of the subsidiaries 
because they are wholly owned by 
Lincoln. 

"We did what’s permissible,” said 
Ira Parker, an FDIC attorney. “We’re 
the white hats. Wc don’t have any 
animosity toward anybody.” 

J-Thc l^e al community is fascinated 
by what attorneys describe as a unique 


Im'-ol-w.n hi 'tv* F- ■ r x, u .1 * 

pin,!. St ► " 

neys puzzled over piobatm 
of today’s hearing. 

“3f an entity is controlled by the 
FDIC, then the FDIC can tell it what 
to do and the legal question will be 
whether the Bankruptcy Court pro- 
vides any insulation in that situation,” 
said Joseph McDaniel, chairman of 
the Arizona Bar’s bankruptcy section. 
He speculated that the government 
woultj prevail. 

But another attorney who special- 
izes in thrift law said he believes that 
the government-controlled ownership 
of the subsidiaries 'does not supersede' 
Bankruptcy Court jurisdiction. 

The FDIC has clear-cut control of 
the subsidiaries not under Bankruptcy 
Court protection, but not the others, 
the attorney said. 

The decision lies with Judge Rosen-; 
blatt, a Prescott native who was 
nominated to the federal bench in 
1984 by l hcn-Prcsident Reagan. He 
served as presiding judge for the 
Yavapai County Superior Court fo r 
12 years. 


FD-350 (Hev. O-d-tnj 
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By Ken Western •&£% ‘ ; ‘ ' V- Tfjjf -suit ’ Pieces K^tW. 


The Arizona Republic 1 

Charles ft Keating Jr. and other 
key executives at American Continen- 
tal Corp. illegally sought to hide the 
company’s financial problems and 
artificially inflated the value of their 
’• * - > r ’ - t 1 :? suit UW in Los 


Continental of conspiring to 
commit securities fraud by issuing 
Lc am* :r is leading information. 
American Cominental filed for 
Bankruptcy Court protection April 13 
in Phoenix, one day before federal 


The -suit JCSting, 

chairman of America Continental, 
and other top officers illegally inflated 
their shares and sold some of them 
back to the company for a profit 
before disclosure of adverse facts 
about the company. 

Keating, for example, received 
?/>e> ^ .*» . . y 

the past two ytuu\ t)a \uh \i\s itti 
sale represented 2.86 percent of his 
total shares. 

It also claims that Charles Keating 
111, executive vice president of Ameri- 
can Continental, received 5600,000 for 
selling 100,000 shares, or 4.23 percent 


including ’-;sh4rehold^ d£ben- 1 jn^ournber^ 'of lhi < ghly^:spK^^^ stnd 

ture-holders. attnrnAv 


ture-holders, said attorney Kevin 
Roddy of Greenfield and Chimicles. 

About 23,000 investors who bought 
unsecured debentures of American 
Continental through Lincoln branch 
offices have been left wondering 
jwhetherthey are holding $200 million 
" of worthless paper. 

Mark Connally, a spokesman for 
American Continental, said the “com- 
pany would absolutely disagree with 
those allegations” made in the .suit. 

“Pm not aware ofanyTarge:group 

fnf nldinfJIWS il. a ivA'I 'i 1 - jL.! j . 


■ very:risky' transactions and- practices*’ 
as a result of a worsening cash-flow 
problem and losses from operations. ! 

Lincoln was forced “to borro\y 
large and increasing, sums,, from 
government agencies and: thtppublic 
and to 

attract private:^^6sitbi^pfe||ef^ij; 
says. : 

It further contends that Lincoln 
failed to properly classify loans as 
problem loans in prder toconceal its 
' linMdai;<»hdiddrii*' .. ” 


at 

(KoQ«y)> is looking •ito* , ’ ,, ttjrciserii' ^o\M^mindn froih 1 ‘corporate 
other, j, but I don’t, know how . insiders for no legidmat&^Iiiisiiitss 
successful he.has been;ih.thatregard." > ■purpose;’’ • / 'V/- 11 * •••* 
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Epic Chapte" 11 filing 
a bonanza for lawyers 


By Jerry Kammer 

With the Phoenix area despem vA 
seeking new industry, along comes m? 
Charles H Keating Jn and his Amer;;^ 
Continental Cbrp. to help. 

Keating and- the Phoenix company lie 
heads have taken the first steps toward 1111 • 
forming a multimillion-dollar cottage 
industry in the Valley. 

This emerging white-collar industry Kl ! 
will be composed of dozens of lawyers and tir ‘ 
law firms, accountants and accounting *■ 
firms, consultants and consulting films. K 
plus assorted printing, secretarial and 
dam-processing sepfjees^v . 

All these TQlks'Hvill work long hours 


K nndreds of thousand o r 

*"• ,^vt /h, „ ■'V I V 

./ai;on of American Contmcn- 
' Bankruptcy Court. 

* Continental founded the 
* *'r:: n retained its bankrupt*;} 
and agreed to pay them 
m effect setting the standard for 
nduslry. 

Pension law firm hired by Keating 
•us received a $1.2 million re- 

J* m American Continental. Be- 
the law firm estimates its total 
■ representing the company in 
. Court will exceed $4 millions 
,.*h Maley & Kay, which is 

— See BONANZA, page /p 
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Bonanza looms for law firms 
• filing for Chapter 1 T 


.*:o:oil> ktMwn for its work in 

H : v -, will be assisted by 

Dk Luvem* firm of Lewis and Roca, 
which has received an $800,000 
retainer, 

Shcinfeld, Maley & Kay is to 
present its fee structure and antici- 
pated billings at a hearing next Friday 
before Bankruptcy Judge Sarah Sharer 
Curley. 

“All professional fees in a bank- 
ruptcy case are subject to court 
approval,” said Kevin O’Brien, clerk 
of the court. 

In documents filed with the court, 
Shcinfeld, Maley & Kay says it 
received a $100,000 retainer last 
month to consult with financially 
troubled American Continental. 

The firm says that on April 6, when 
a iouow of the corporation’s financial 
made it “apparent that a 
Chapter 1 1 filing by ACC and certain 
of its indirect subsidiaries was likely,” 
the \ law firm received a second 
retainer payment, of $1.1 million. 

luadds that immediately before 
r filing for 


"r ■' 

13, attorney fees of abo.:? 
and expenses of $50,000 were charged 
against the retainers, leaving ab'uit 
$900,000 in the firm's account ;oi 
American Continental. 

In its documents filed with the 
court, the firm estimates it would 
charge $3.25 million to represent the 
11 subsidiary companies included in 
the Chapter 1 1 proceeding. 

Susan Freeman, a partner with 
Lewis and Roca, said her firm’s 
retainer would cover paralegal and 
secretarial assistance provided to the 
Houston firm, as. well attorneys’ 
advice on local legal procedures. 

Meanwhile, bankruptcy documents 
also say that Federal Home Life 
Insurance Co. has asked the court to 
establish a special account for the 
unpaid balance on a $9.6 million 
promissory note owed to American ] 
Continental. 

The company asks that the coun 
lift a stay on the note that was 
imposed when American Continental 
sought reorganization. j 

Contributing to this article wa si David 
Schwartz of The Art? on., iu’t 
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securities firm ;from. its parent ’firm, 
American Continental Corp; 

The problem facing them is that it 
they don’t know who owns Young, 
Smith & Peacock. It could be 
, American Continental. It could be one 
of its subsidiaries. 

• Or it could be the federal govern- 
ment. 

* Federal regulators last Friday took 
over Lincoln Savings and Loan 
Association of Irvine, Calif.,, the major 
subsidiary of American Continental, 

The previous day,;Aiheri^^hti- 
nental, filed for bankraptc^fptebtioh:' 
for itself and 11 subsidiarily.' Young, • 
Smith .& Peacock was not among • 
those, subsidiaries, Jiut a.^mp^ny;i . 
above it, in a complex seri^ of 
subsidiaries, was included. 

In <my event, federal regulators this 
week assumed control of 35 subsid- 
iaries Jof Lincoln Savings, including 
Young, Smith & Peacock. American 



.f&iUU >p^Ul unp „• - / * ‘‘.V S V. ‘>. ' 

Edwardj ' chief financial officer at Smith & Peacock , has lost ^busttiess 


Young, / Smith & peacock, had been 
reappointed. • 

“We have yet ! to finalize the 
purchase agreement,” Brunst said. 
“Today’s hearing will/ determine 
whether. AmOTi^^hwentaPpr the. 
FDIC has 'auf6oril^i^w.^"'?ubad«. 
iaries. ; 

“If it is American Continental, the 
purchasing agreement ' would become 
effectiye immediately./lf it is not, the 
process 1 - would become more compli- 
cated.”:. . 

Judge 1 Paul Ro&Knhlatt of U.S. 
District Court in Phoenix is expected 
to riileionthe matter, today.' 

Theletters to Brtinst, directors and 
certain other officers of Young, Smith 
& Peacock appeared to have been the 
immediate extent 'of the government’s 
“takeover.” / 

“There are nd feds here,” Vallone 


and brokers since’ the American 
Continental and Lincoln problems 
came to light. 

“Initially some clients withdrew : 
their, money because they were 
afraid;” he said., '“Since bauVj 
Hruptcy was annOunCedi'thryhrbkers /; 
have left, really forced to by' their 
clients. 

“The loss of business to us is not 
crippling, but it is significant, in jhe 
order- of $10 million out of $750 mil- 
lion. And: we lost three brokers. out -of 
17 or 18 on theretail side.” ,> 

Company officers said earlier that 
accounts at the brokerage are fully _ 
insured and that the firm has O) toC_, 
considerably more capital than the , 
New York Stock Exchange required! . #7, 

Required capital, they’ said, coitld 
not be withdrawn without approval Jo 
the exchange. j o. |\ 4 0 
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I 'ye met Charlie Keating, face-to-face, 
just once. That was more than 
enough, thank you, to discover that 
he is a blowhard. Now, come to find out, 

he -v lv * r ? ',(4* to hen? 

1 vas flic Republics religion editor m 
3981 ^ when, for some reason, Charlie 
Keating’s anti-pornography crusade was 
assigned to my beat. Dutifully, I hauled 
myself out to Camelback Inn for the 
opening of a'-three-day smut conference 

Cnntl C !.Ut 1 | 


successfully I believe, not to let Mr. 
Keating’s boorishness'affect the piece. 

(Charlie Keating is a moral poseur. We 
n/ms arainst pornography and lavishes his 

soi.u') vha.Tucs^ but is . cem.ngk obl»\i* 
ous to his own moral vacuity. 

Gambling>is a vice, but gambling with 
other people’s money is a sin and, quite 
possibly, a crime. { ^ 

But thatV is iexactlyj what Charlie 
Keating, pijl|r ofinjoraljt^did. He played 
ifast^nd lpose*Vth,/mphey'itHat belonged,. 




", /, >**»- ..-v- ■ 


n 


Ee media” for their utter failure to 
port the insidious evil of pornography, j 
At some point in this diatribe II 

nnfli , 1.1- .1 '/V» • 4 



-owv; uic* uus^uon tnat l worked, for 
and -was tfiere.precisely 
to report on Whatever, point he, Charlie ' 
Keating, wanted to get across to the 
public about smut, smut-peddlers and I 
whatever other assortment of miscreants * 
he might care to assail; 

_ Undaunfed( -Charlie Keating, -flags 
fdlying, .plunged onward-in his hiding- of the 
stupid -press,' much to the delight of the 
smggering sycophants hovering around 
mmlike.pilotfishsnapping up juicy- scraps 
from tiie Shark’s jaws. Charlie 'Keating 
had a high old time — at my expense, a 
person he had never met and about whom 
he knew nothing whatever — and never 
did answer my questions. 1 | 

“Sheesh,” I thought, as Charlie Keatfeg ! 
soided me for my abysmal ignorarjfce, 
What a jerk this guy is.” Nevertheless, I 
wfote a straight story on CDL and tried, 


)^rMissibh|fo‘r f ,„ w . 

„ itfalfK the fS$L: wourdf^hjdnue 3Bakii/. 

- traditional home mortgages as its primary 

.business and that there would be 
' tjhange in-top management. 

Charlie Keating misspoke. 

No sooner Jhad he acquired Lincol 

- than he installed his ison as the S&L’s 
•.vchairman . iff^hoi^cidentally, never 
• igraduated .^I^oollbg#^-' at a salary of 

$800,000 a y&frThen'lincoln went out of 
the home loan business. In 1985, the S&L 
sold exactly 11 mortgages, four of those to 
‘Keating employees. . >• • ■ 

. The company : was,u in Mr: . Van 
Deerlin’s words' "given oyer to high-roller 
speculation that didn’t bother offering, 
competitive rates to prospective home 
buyers.” 

Instead, Charlie Keating violated his 
fiduciary responsibility to Lincoln’s in- 
vestors and shareholders, using the S&L 
as his private cash cow to buy junk bonds, 
finance corporate takeovers, play the slock 
n arket and to make himself loans! on 
b atantly uneconomical investments. J 
Consider, for example, the crassly 
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lavish EfioVnici^^esort, a Xana3u-|ke 
S fcaye^gone^ neafe ^ChaflieJ 

vli iz*Lt 



accdunt^edicated| 
■to paying 'bff conti-actors to buy/ among?* 
other things, blocs of Phoenix Cardinals " 
football tickets and a Porsche for an i 
employee. j 

As for Charlie Keating himself, while- ; 
leading American Continental and Lin- 
^ln into'&iandal Thin, hejhas done all 
v iijght;>He ay ear, 

’""owns palatial ;ostafe in Paradise Valley 
antt the Bahamas’, and has three private 
jetstat his disposal. 

'luiough why anyone needs more t mn ■ 
two^private jets is beyond me. ' * 


5bcL- 12/ -3% 

—$j— '>S^= — 



A ?3 2 8 03 



FBl/DOJ 


FD-350 (Rev. 5-8-81) 

< ' H* 




(Mount Clipping in Space Below) 


Homeowners feel 

impact 
of developer’s crisis 



Maintenance fund] 

down to reserve; J 
fees may double 

By EDYTHE JENSEN 

News Day staff 

Residents of The Islands in Gilbert 
may be marooned on a mound of unpaid 
landscaping , bijl| ieft^fot them by 


. i, anpuai^iees 

v Topup 

^mqr^ - * •' ; . V v \ & 

\ fde^ybrbd .to 

Icominimity ^re^deiits Wednesday night 
Iby Phoenix attorney Francis Slavin, whj 
jvfis hired;by association directors houi 
before the- meeting to represent tl„~ 
organization in federal Bankruptcy Court 
proceedings involving American Conti- 
nental. 

With less <than $50,000 in a reserve 
account and $600,000 in annual land- 
scape-maintenance expenses, the associa- 
tion is likely to need an extra $250 to 
$300 assessment from every resident this 
year, Slavin said. Current annual associa- 
tion fees are less than $200 per residence, 
he said. An asessment is an additional fee 
that sometimes can be collected in a 
lump payment or divided and added onto 
regular monthly maintenance fees. 

The gathering was the second annual 
meeting of the association. 

American Continental filed for reorga- 
nization under Chapter 11 of federal 
bankruptcy law April 13, and the 
association meeting changed from a 
formality to one that attracted a crowd 
and probing questions from residents. 

American Continental developed the 
800-acre Islands in 1984, is the lender to j 
some of the project’s developers and still ' 
controls the association. But it may not 
b»J able to continue to pay its share! of 
m lintenance costs unless a federal jucWe 
or lers payment, Slavin told the group bf 
ntbre than 100 gathered in Gilbert High 
School auditorium. i 


The homeowners, some irate and 
cajliag- — fbr the ouster of k 
Continental officials from their associa- 
tion. were told by Slav m their deeC 

■ ■ *» ' UK .. } .... '*,'2 '! T * \ 

their community until it is 75 pcrcenl 
bliilt out or until 1991, whichever come 


fi 


st. 


Slavin said 1991 is likely to come first 
because only 830 homes out of a .the 
4,371 planned are built. ; ; 

“With this housing market, it may be 
awhile,” Slavin told the group. • >; • 
East Valley News Day reported; last 
week- that property values had pium; 
meted in The Islands, many builderccjuid, 
^■.gone -bankrupt and large numltt^ofc 
‘'•ibankrowned properties yierc ' 
market in the development,; whj%;is* 
•bounded by Elliot, Warner, ^..McQji^n;, 
and Cooper roads. / 

Billed as an' upscale planned cbnimu- 
nity built around- artificial .lak'eSt&nd; 
bicycle paths, The Islands was the fcitSrpf 
a 1986 Street of Dreams display ofliixhry; 
homes. .■'/I' 

One homeowner in the audience 
mentioned problems with the artificial 
lakes’ water-filtration system. Association 
manager Randy Ecklund said that 
American Continental was in the process 
of replacing those mechanisms but that, 
costs were not calculated in the estimated 
assessment increase and could mca i 

- Sec DEVELOPER’S, page J? 
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Frsjncis Slavin / Represents The Isiancb 
homeowners for $ 1 7 5 an hour. ' 
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Developer’s crisis affects residents 


— DEVELOPER’S, from page 1 

'Higher bills for residents. 

Ecklund manages .the association 
through the American Continental- 
owned, Desert Garden Management 
k^tp'j^bjut-Slavin said Ecklund alsons 
■aM ; employee of Lincoln Savings and 1 ’ 
vLpan Association, a subsidiary' of 
;AihencM.i^nyrtental'4hat.was;Seized . - 
iiy. 


Ecklund assured homeowners that 
their money was held in a separate 
account and was not in danger of 
being commingled with other Ameri- 
can Continental funds. 

Members, of .the .audience de- 
manded' . a v detail# .accounting of 
* 


-residents ;di_ 

"MWBaHBI 

C f 



accounting would take time andjcost 
them money, one homeowner said 
from his seat in the auditorium, “You 
had to give it to the IRS anyway.” 
Slavin, who said - his fees for 
representing the Islands Homeowners 
„ Association is $175 ad ‘hour, $jld the 
audience he will ask the. Bankruptcy 
i Court to order ^eric(Si^p)|tinehtaa| 
;to continue paying' Ttsc^hrd for' 
l ebmmon-area maintenance ? m *"**’ 
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reins 
at Lincoln 


Keating denied . 
emergency stay 

By Lisa Morrell 

The Arizona Republic 

The fate of American Continental 
Corp. remained in limbo Friday as a 
federal judge awarded federal thrift 
officials temporary control of 11 
subsidiaries of the company's 
raving* and loan association. 

In a hearing , in U.S. District 
Court in Ptib&rix, Judge Paul 
Rosenblatt ruled that federal offi- 
cials who seized Lincoln Savings 
and Loan Association of Irvine, 
Calif, on April 14 will remain in 
control of the subsidiaries until he 
makes a final decision. 

The judge’s decision prompted 
both sides to claim success in the 
struggle for custody of the subsid- 
iaries. 

“What a victory for us,” said 
Lenard Parkins, a Houston attorney 

# %ho represented American Conti- 

# menial. 

^American Continental Chairman 
Charles H Keating Jr. sat sur- 
rounded by his family in the 



Gary Ulik/The Arizona Republic 

Charles H Keating Jr. and his wife, Mary Elaine, leave the hearing, 
which an American Continental attorney called "a victory for us.” 




PROBE: Criminal acts by 
thrift managers alleged, FI 


courtroom throughout the four- 
hour hearing. 

He left the building quickly after 
the hearing. 

Attorneys and officials for the 
federal government burst out 


laughing when told that American 
Continental claimed victory. - 
“We’re in control, which is 
exactly where we need to be,” said 
Richard Aboussic, an attorney for 

the Federal Deposit Insurance j 

Corp., Lincoln’s managing agent. j 
Aboussie said he has no doubt J - 
that the court will uphold the 
government’s rights as cojiw^ffor. 
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pdSl regulators retain control 
pf Lincoln Savings subsidiaries 


• U.S. REGULATOR i, from page A1 

\ 


of manager, of Lincoln Savings at a q| 
May hearing, i 

} At 'the May h hearing, Rosenblatt * 

is expected to determine whether ^ 

District Court c‘ Bankruptcy Court 
should decide vtio will control the p 

subsidiaries and their $3.4 billion in f e d< 

key assets. can 

Rosenblatt s.*P that if he rules the tor> 

'Ti ;•> : . , •: .hi:, , N V ,]} V 

limit present atiois on the issue to two SSJ b 
or three days. 5. J 

American Co tinental and the 11 ^ ls1 

subsidiaries filed i Chapter 1 1 petition .. \ 
for rcorganizatim under the U.S. ^ 

Bankruptcy Cdc the day before suc 

regulators seized the thrift. v 

‘Phoenix-base< American Contincn- bas 

tal claims that he assets of the 1 1 jarii 

subsidiaries are vital for the firm to the 

reorganize for the benefit of its 
shareholders, ciditors and the com- ^ 

muhitics im whih ii has large as^Js, ^ 


LINCOLN SAVINGS 
DEVELOPMENTS 

P^The federal government 
temporarily remains in control 
of Lincoln's 11 subsidiaries in 
Chapter 11. 

Both attorneys for the 
federal government and Ameri- 
can Continental claimed vic- 
tory. 

Ultimate control of the 
subsidiaries may be decided at 
a May 16 hearing in U.S. 
District Court. 

\S American Continental in- 
dicates it needs the subsid- 
iaries' assets to reorganize 
successfully. 

p^The federal government 
bases its control of the subsid- 
iaries on Lincoln’s ownership of 
the subsidiaries. 


ing up a plan for what is called 
“discovery;” or the finding* .and 
swapping of information necessary in 
preparation for the May hearing. 

But cooperation seems a long way 
off in the face of the animosity 
between the two sides during the 
hearing. 

The American Continental attor- 
neys argued that the government 
would liquidate the subsidiaries'' hold- 
ings. One sign, they said, was that th 
federal government had staled inten- 
tions to ask a Bankruptcy Court judge 
to dismiss the reorganization of the 
Lincoln subsidiaries. 

Parkins asserted that American 
Continental is a more fit manager for 
Lincoln during bankruptcy proceed- 
ings,. The government, he said, has a 
: record of “failure,” “liquidation”- and 
.^‘‘destruction” in its management of 
'iei^d^ssets. " r V v " 


officisuslasserifed 


including Arizna. American Conti-* . jb e y aren’t- sharing their court- 
nenlal, ;a hoi ling company,, h&s&'tdeA control of. the thrift and its 


$455 million in ssets. . * 

In a suit fill Wednesday in; U.S. 
District Court, \merican Continental 
claims that th< change this week of 
top managcmcit pd directors at the- 
subsidiaries b> federal officials vio- 
lated bankrup :y llaws. Government 
officials say thir control of Lincoln 
and its slock in those subsidiaries gave 
them the right o make the changes. 

“It is appa;ert that we are in a 
labyrinth of jrofcdural problems as 
well as s.ubstai the issues,” Rosenblatt 
said'Friday. 

He denied American Continental 
an emergency stiy against the federal 
control of the, subsidiaries, saying that 
would have amounted to a prelimi- 
nary injunction. 

A “broad jdiiregard of procedural 
rules” brought ihe case to this point, 
he said. 

Until the judge’s decision in May, 
American Contnental attorney Bar- 
barn Houser sad, management of the 
1 1 Lincoln subsdiaries will be “in sort 
of a limbo state” She said American 
Continental wil work with the gov- 
ernment to run Tie operations. 


''awarded control oOhe thrift and. its 
subsidiaries. \ ; > ’ ’ 

A; letter ; : ^ihis weekYifrom Mark 
Randall, PDIG managing^igent,’ de- 
posed ;mosf?chief cxecut^es/ jchief 
financial officers and corporate* secre- 
taries of 32 subsidiaries ^of ihe thrift. 
Insurance West Inc. of Phoenix was 
not included in the list, because it was 
sold to one of its managers just before 
the bankruptcy filing. 

Randall said new executives and 
directors have been appointed. 

While under government control, 
Lincoln will make changes in the way 
it handles loans and deposits, Randall 
said. He would not be specific. 

Some changes at the 1 1 subsidiaries 
in Chapter 11 would require U.S. 
Bankruptcy Court approval, he said. 
That wouldn’t be necessary at the 
remaining 21 subsidiaries. 

Employees will continue to receive 
paychecks, Randall said. 

Lincoln’s operations are being 
funded through deposits and bor- 
rowed funds. 

Rosenblatt ordered the two sides to 
cooperate over the weekend in draw- 


officials^ fiistory of mmiaging seized ! 
assets. ! 

v ^‘‘Theirs is extremely poor, and the 
irack record of creating and building 
is extremely good on this side of the 
courtroom,” Parkins said; ' \ v 

Federal officials blamed American 
Continental’s management for the 
financial problems that led to the 
takeover of Lincoln, 

Ira Parker, another FD1C attorney, 
called American Continental’s suit 
“smoke and mirrors” and asked 
Rosenblatt during the hearing to “tell 
themlhey don’t have any rights.” 
Federal regulatory officials are 
examining how Lincoln’s regulatory 
capital fell to $20 million at the time it 
was seized from $112 million in 
December. 

Robert Palmer, a federal attorney, 
told the court of a $5 million capital 
contribution that Lincoln made to a 
subsidiary, Crescent Holdings Inc., 
one week before the subsidiary filed 
for Chapter 11 protection on April 13. 
The money was put up as a retainer 
for attorneys, Palmer said. 

Such transactions “are reflecriv£jtf 
the choice you’re being asked to make 
here today,” he said. 
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American Continental! 
investors left on limb 


By Jean Novotny , . - 

and Lis^ Morrell 

The Arizona Republic 

Dr. Robert Wynsen feels pretty stupid about 
the investment he made in American Continen- 

J,«ZTOa|S“' BCW0 " dmirhCllCVerSM 

Norman Janas doesn’t feel the least bit foolish 
about having bought $300,000 in American 
Continental debentures. He has faith in the 
character” of American Continental and is 
fairly confident he’ll get his money. 

Richard Thomas is used to flying high with 
his investments. But he hadn’t counted on a 
crash landing for the $350,000 in American 
C nntincntal debentures he bought. 

I he hardware business that Travis and Lvnn 
' imams built over the course of 35 years 
provided the $50,000 they put into American 
Continental debentures. Now, “somebody owes 
us some money.” 

The Sisters of Charity of Cincinnati may be 
sitting tight” on a pile of American Continental 
debentures — $444,000 worth. The sisters didn’t 
huy the debentures; they apparently were a gift 
from Charles H Keating Jr., the chairman of 
American Continental. However, the sisters may 
miss the income from (he bonds. ■ 

Unsecured creditors of American Continental 
are cliight 111 a legal maze that has completely 
u ' (l (P "‘eir investments in (he company. The 
, "' k innings could drag on for years. 


- ■ i * ** , ; 

The chances of their recouping their irivesl 
ments probably 1 are . diminishing* with* 'eaci 
passing day. - ;; 

n *^is American Continents 

filed for protection from creditors under Chapte 
1 1 of the U.S. Bankruptcy Code. A day later, thi 
federal government seized American Continen 
tal s principal subsidiary, Lincoln Savings am 
Loan Association of Irvine, Calif. Lincoln has 2< 
branches in southern California; at one time, th< 
branches were the principal sales offices for (Ik 
debentures. 

co/v\ me - r ^- can Continental sold more than 
.$200 million of the debentures, which are bonds 
backed only by the earning power of the 
company. When a company slops making 
money, it cannot pay the i merest or principal on 
the debentures. 

The assets that American Continental had 
used to earn money are the certter of a major 
battle between the company and officials who 
regulate the savings and loan industry. Both 
claim their control would benefit creditors, 
including the debenture holders. 

The debentures were attractive investments to 
many of the 22,500 people who bought them, 
because of their relatively high interest rates. 
I hey were offered at' interest rates ranging from 
9,75 percent on one-year bonds to 12.50 percent 
on five-year debentures. 

Bui some unsophisticated investors apparently 

~Seemmi; P agcC3 
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Continental bonds out on limb j 


-UNWARY, from paged 

I did not understand the risk involved. 

| . Robert Wynscn, an ophthalmolo- 
♦ gist, and his wife, Ann, could possibly 
lose a good share of the money they 
had been saving for retirement as a 
result of the American Continental 
Chapter 1 1 filing. 

In May. the Wynscn s, who live in 
Villa Pad, OtI if, took VMnoon. p.-n 

Ik a pociAh u >iu Uk sak 

some real estate, and bought Ameri- 
can Continental debentures paying 
10.5 percent interest. They bought 
them at Lincoln Savings. 

‘It was a canned speech 5 

; The Wynsens received monthly 
'“payments of interest until this, month. 
.Under Chapter 11 rules, bondholders 
'cannot receive any payments of 
gprincipaLpr interest until a 'plan of 

.‘r. i a 



pnvestmen(, ^ that ., it was,, a secure; 
/thing,” Mblri Wynsen said: “They 
j.said that American Continental was a 
. ‘great company and really growing and 
;/that Lincoln was sound. 

, “looking back now, I realize it was 
a canned speech. But we went home, 
Iread the literature and said, ‘What the 
jheck?’ ” 

1 Now Wynscn said lie feels very 
stupid. 


“What can I say?” he said. “We 
did this dumb thing. We didn’t 
investigate it enough. But how does a 
man know? I didn’t want to do 
anything daring. I wanted to do 
something conservative, and here I 
am.” 

Wynscn said the possible loss of the 
money is going to hurt, although it 
won’t he devastating to (he couple’s 

U* !t v 

How cvci > he <:uA he not going to 
tell his elderly mother-in-law about 
the $20,000 lie invested for her in 
American Continental bonds. He said 
he will reimburse her from his own 
funds if need be. 

He is worried about the legal maze 
ahead. Years ago, he was involved in a 
similar matter, and it was seven years 
. before jt was resolved. , : 

Hard-luck: hardware story 

.£*■' 'It ’look TraVisahd' Lynn Williams 
- more "than' ,20 ;/years ".before 'their. 

■ -hardware; store-' yielded enough' profit 
to enable them to invest $50,000. " 
They had nurtured their store since :it 
opened in Palmdale,- Calif., in 1954. 

More than a year ago, the 70-year- 
old couple invested $60,000 into 
American Continental debentures. 

“We’re very careful about the 
business, and we lose the profits,” 
Lynn Will iams lam ented last week 
from her home in Carlsbad, Calif. 


In February, $10,000 of the deben- ' 
tures came due. The. couple received 
their money back on that portion of 
their investment, which was “excel- 
lent” because of the relatively hijh 
return. But they wonder if they’ll ever 
see the rest of the money. 

“We’re pretty broken up about the 
situation, and we’re not very knowl- 
edgeable about what happens now,” 
I.visi? WilJivm s *i(l "]f i, 
shaie cm ilk dollai b;u.k, I'd be 
ltappy.” 

Her brother-in-law, who recom- 
mended the debentures, stands to lose 
even more. He sank $240,000 into 
them. Williams said she and her 
husband won’t have to cut their style 
of living if they lose their money, .but 
her brother-in-law will. 

They figured the American. Conti- 
nental instruments were sound. jnvest- 
ments because they Bought the deben- 
tures at a -Lincoln Savings branch in' 
Escondido, iCalif. Jh'e 'interest', rate j 
caught their, eye'as well: *• ' 

“We were retired, and we had some j 
money that needed to be working, and 
we really didn’t understand the risk,” 
she said. 

‘Hindsight is wonderful’ 

State thrift regulators last yecr 
stopped American Continental fron 
renting space for its financial repre- 
sentatives in Lincoln offices. The 


representatives had been selling the 
debentures- Regulators worried that 
unsophisticated investors would mis- 
take the debentures for federally; 
insured instruments. 

But Lynn Williams said the repre- 
sentative told the couple that the 
debentures were not backed by the 
federal government. She and her 
husband blame only themselves — 
and their lack of financial savvy — for 
their potential loss. 

“Looking back on it, wc should 
have realized the higher the interest 
the hrhe» the nsh. Of .'nurse, 
j indvigln is wouilertul,” snt .said. 

Still, she added, “1 certainly feel 
like somebody owes us some money.” 

The salespeople at the Lincoln 
Savings and Loan Association branch 
where Norman W. Janas bought his 
5300,000 in debentures told him that 
under no condition, would the com- 
pany default on the bonds. 

‘‘Debenture means that it is secured 
by the character of the organization,” . 
said Janas, 65,=;la„ retired -machinist! 
from':Burbank, Calif, V ? 

; ‘^ey .should be b^use pf the 

power of the orgam^tiori.v * 1 

legating ’is supposed ;fd be a 
fine person — the best -4'and'a Very 
good businessman.” ‘ ] 

Investor is confident 

Janas said he has every confidence 
it will work out and the company can 
be restructured. Yet, he realizes there 
is a possibility that it won’t work out. 

“But I have faith,” he said. “It’s a 
powerful company — a Fortune 500 
company *- so I couldn’t picture 
something like that happening.” 

American Continental was named 
in the Fortune 500 list of service 
companies in June. 

Janas, a World War II veteran, 
receives Social Security benefits, but 
he said his investments are fairly 
substantial for “a working person.” 
And Janas said it isn’t because he led 
a frugal life. 

“The secret is very simple,” he said, 
“i was single most of my life. It’s 
expensive “to be married and have a 
relationship with someone.” 


Yet he said a nearly 10-year 
relationship-hTrllacl with a Spanish 
noblewoman was so emotionally satis- 
fying that he was inspired to accumu- 
late the money he did. 

, “Behind every successful man, 
there’s a woman,” he said, “And that 
had a lot to do with accumulating 
money for me. It was so satisfactory 
that I wanted to plunge on and work 
every day. She was so lovely.” 

Investment-banker trouble 

The money he invested in Ameri- 
can Continental came from an arruin 
he said he was having trouble getting 
his investment banker to monitor. So 
he withdrew part of the money from it 
and invested in bonds last spring. 

The bonds, due to mature in 1993, 
have a 12 percent interest rate, and 
the monthly interest payments on it 
were $3,000 a month. Janas said he 
put the interest payments he received 
in am account he had in Lincoln 
Savings. Last week, Janas "dosed, his { 
account, at. .^iincoln ] jSavings • and ; 
.iHpvedrhfejmpftey.‘ to'anoither financial [ 
institution.;* w" ‘ . \\ ; 

..Janas said'he has enough] money to] 
get along if he loses fas investment in’ 
American Continental. * s 

“It’s* bad, but I’ll do OK” he said.: 
‘*1 have confidence that everything 
will be all right.” 

Some people may think he made a 
foolish investment, he said, but 
“whenever you make an investment, 
there is a risk. If you don’t take a risk, 
there is no gain.” 

One of the very largest unsecured 
claims among creditors of American 
Continental is one for $444,000 by the 
Sisters of Charity of Cincinnati. 

But Jon Valmassoi, the nuns’ 
business manager, said he could not 
comment on the nature of the claim. 

However,' it is for the same amount 
of money that Keating says he 
donated to the group of Catholic 
nuns, .and it is possible that the gift 
was in the form of American Conti- 
nental debentures. 

Catholic nuns ‘sitting tight’ 

“Mr. Keating has given a lot to 


charity,” Valmassoi said. “If he has 
given anything, when, whcre<a» d - h a w . 
much, I can’t say. 

“We haven’t hired an attorney or 
anything. Right now, we’re just sitting 
tight.” 

The Sisters of Charity have 900 
members, and they are involved in 
nursing, teaching and social work. 

‘Living high on the hog’ 

Richard Thomas of Arcadia, Calif., j 
describes himself as a bit of a financial 
daredevil. 

“I’ve InM not*' m v-e\ 
southing new than most peopk h.»vi 
made in their lives,” the 69-year old 
retiree said. 

Even so, he never suspected he 
might lose his entire $350,000 invest- 
ment in American Continental deben- 
tures. 

Thomas doesn’t consider himself a 
sophisticated investor. And he didn’t 
realize he was flying so high ywith 
American Continental, despite^ran * 
i initial? warning . from a . stockbrokers 
f Jiie broker recommend^ • 

.bonds with a higher Jating^ta. bit. 
.lower interest r^te.^;i1iomas^ijgndrcd 
the advice. ' ‘ * 

■ Instead, he went to an : American 
.Continental represen tativ^t a Lin- 
coln Savings .branch. He read the 
prospectus describing the company 
and its offering, but didn’t understand 
the risk. He bought the debentures 
anyway. The monthly interest began. 

“I’ve been living high on the hog 
while it’s been coming in,” he said. ’ l 

His friends warned him tha^ 
American Continental was cruising 
toward danger, imperiling his invest- 
ment. Then he heard of the Chapter 
1 1 filing. 

The money in the bonds represents 
about a third of his wealth, he said. 
The possible loss of his investment 
might cramp his spending, but he’s 
not crying over it. . 

“Hell, maybe somebody’s going to 
take over that thing, and my mtmey 
will be worth twice as much,” he < *id. 

Meanwhile, he added, “I’d sure like 
to find out what caused them ui go 
downhill.” 
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c|/n? er ^?. n Continental Corp. and 11 subsidiaries paid 
j4.oo million to retain lawyers who will represent the 
companies in bankruptcy court. 

The pricey ante, which foreshadows big legal bills on all 
sides m the $3 billion Chapter 11 case, was revealed this 
week m court documents. 



• . bapkruptc\| 

financial affairs for American Continental Corp. 

On April 6, a week before the companies entered 
bankruptcy court, American Continental paid the lawyers 
$1.1 million and its 11 subsidiaries paid a total of 
$3, 25Q,000, all as retainers. 

Documents said that, of the fees paid for American 
Continental, about $300,000 already has been spent on 
lawyers’ fees and expenses, and another $900,000 remains 
i nspent in a trust account. * - 

. • be P f < l Up t0 $310an hour. . 

information about thp i 9 °„ revea ! e d -some more Rffahcia l 
28 the, 

accounts payable. 6 ab0 t 3400 million m unsecured 

company tfanJthlffs STlaqa^u- 0 ^ one Keating 
Investments Corp from PhnS'- 9 m $ I0n loaned to Amcor 
ai e20suchloans P listed Phoenician Financial Corp. There 

<1. begun 

for a 

f ra forec,osi "s 

2>ee ■ Attorneys, £-4 



FBI/ DO J 



4 Attorneys From y 

loan agreement. of an agreement where Cro^n* 

? ,utLmark., which according to allegedly agreed not to pursue the 
court documents borrowed about foreclosure sale. 


$28 million from Crescent, claimed 
a foreclosure sale of the stock of 
Servico is set for 2 p.m today. 

Southmark claimed the value of 
the stock now exceeds $31 million 
and that a foreclosure sale would 
hurt a planned acquisition and 
merger with FCD Hospitality Inc. 

There is an unpaid balance of 
about $12.48 million on. the loan, , 
the application for, the restraining- 
oSder said. r.-.. 

Crescent claimed the J6ahdss in 
d< fault, but Southmark -on court 
documents said a $6.3 million 
payment was made Feb. 6 as part 


Also, Federal Home Life Insur- 
ance Co., has asked for relief from 
the automatic stay imposed when 
the bankruptcy cases were filed to 
protect the balance owed on a $9.6 
million 1988 promissory note se-, 
cured by rents on McClintock | 
Fountains Shopping Center. 

-/The insurance company asked' 
Curley to order American Conti- ; 
mental to keep the ' rents and! 
income ;from ! the center separate) 
from other monies in-' the bank- 
ruptcy case so that it could 1 
collect its money. 
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’ can get 



off-the hoekr 


A- 


the lobby outside the 


1 1 Canyon. Room £t thq Arizona l\ilt- 
. . more,; a collection of yqung, " 
riveiVomenwas.gathcrihg. ' v - 

It. was shortly before iJO'g.rn., when 
Charles H Keating Jr. wais^scheduled' to 



■*" 2 .y&L iritis 


~ ™ T 

HSaVih|prn0 :! i^n; ’’•'Vt "'V'. 


The worhen chatted among themselves, •' 

.1 "tijj ’.**J?* jl • A t t 



! riot suppos^ itq^alk tq.;ahy ofyou.”; S;:: " •• 
TheywefeCharlie’s Angels. 

It should have been a clue of what was 
to come. 

Since shortly after 9 a.m., the back rows 
of .the Grand Canyon Room, were, filled 



wife and children 

, Hall wore what •aj^^'- ta^e^thg’ 


uilifoimf risquired^tof Americari fContitfen- . 
. tal’smen: dark suit, White or pastel-slip,' 
conservative tie. ' ’ V ’ 

Keating’s other daughters- and 
sons-in-law also were there. And more 
children. The boys and girls appeared to 
have been told to smile (or at least not to 
squirm ■ -or ; sneer) -for the television 
cameras? Local radio stations .wereset to 
hfoad^st the event live; 

. -iThadiift occurred to any’ members of 
the {fressjpSt jtetjrhut they were abbUt to 
be had: Keating- never planned to hold a 
“press conference,” which normally in- 
.cjude^jourhalists asking questions. : •• 

- 'dhStead, Keating threw, out the hook, 
baited with the promise of a face-to-face 
mecling, and the local media swallowed it 
who!*'. 

.*•/.( : )'-i< ( '. m I f-st ; villi’ slide show 


• '•“Mepe— than half -.the aUdiepce were 
.Angels, .employees .apd family./ Charlies 
Angels burst into jajiplause when the- boss ? 

family;.ghve . 

him a standing ovation: Only -after he. was j 

'CllfA fVlot th ’ v>ll a »4 ‘.ivnMa mui* , 


Cj.SV«f*5lSr *Y's» 'ly* **?**?& ~**\ 

Imakbjiims^ 

•instead oPa^Ithy-rich.Chariie. * 4 ‘^ ^ 

This time,. the air iime cost him only a 
couple of hundred bucks for; the room, 
plus cofTeeantf sweet rolls. It was a classic 
con: 

.To the. surprise of.no one, A Keating 
blamed his companyY troubles on “a few 
nameless bureaucrats who . . . misused 
their position of authority and have 
attacked my leadership*” 

He complained, about the ' '‘unwarranted 



jjdded, “ We were driven into Banktuptc; 


Court by a massive and-pplitically timed 
irjterference by federkl regulators.” , 

/ All of which leads to some questions, 

| But there were none, 
i Keating spoke of his love of Arizona, 
and .of his company and of his family. 
Then he slipped out a side door, into a 
waiting car, and left. All staged to another 
rousing ch'eer by Charlie’s Angels, , . 7 
Reporters in the room staired at one 
another,' dumbfounded. Keating had got- 
ten both.thefir^- word anrf the last word. 
The only thing better would be for the 
public to now' to consider him an 
underdog battling ‘‘the nameless bureau- 
crats.^ ; ^ - 

Unfortunately for Charlie, there’s an- 
other nameless group out there: 23,000 
I’tople holding American Continental 
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f i -tlb&ejddyg, "Keating prefers ito perriitd ; 
■jiepple of'his generosity :to pliarities su th i 
asiMother Teresa of Calcutta; rather than , 
talk about the l '23;000 people he’s left 
holding the bag, some of whom might 
become charity cases. 

Charlie didn’t even want to say why he 
held . .this, “press conference” 'at., the. 1 

,' fc ^eu|^ his ^Pho'lai^ai^ 
conference; 

for fr^i You’d ‘think a persoh in.his, 
position would try to save a little money. 

Monday’s show wasn’t staged to answer 
questions, however. It was a combination 
pep rally and pity party. And the pep rally 
worked. All of Arizona had a chance to 
catch Keating’s performance and hear his 
Angels cheer. 

But pity is best reserved for his 
investors and creditors, all those little fish 
he’s left on the hook. K eating? may- hav 
puled off a classic media coabbufeven/a^ 
ill-informed public knows The. difTerenpb 
between a tuna andi cshatfe) f M D ~ a _ 

In other \yords, “Sorry /Charlie? 
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can be.jtiow. but he’s had a very positive 
impact', on the development of quality 
projects,” he said. “If ' anything ever 


H 111 J 

£ 4 scant 

'-. li into-providethebasicmfrastructure i >r. 

I strella, a development 30 miles west of 
. Jhoenix that is- intended- to eventuajly 
House 200,000 people on 20,000 acres. 

. But Jus, crowning achievement js, Jhe 
Sl’hdhhicikhJResort. in-Scpttsdale,. • 


Famous.: - -/ ; .V * ' . « . 

; . Whether ”it ; air makes sense ’. from' a 
krln o n r i si- s tK n d firiln t:;:i San Other dufestion. 
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f DEVELOPMENTS ! ( i 

j; K < RebuiltContinental Homes into 

^ *V ^ 

^6ntf^ommunityV and* 

*4%4:*u^ 1 

f f^?^pe.V^ e^lsla ndsiv'a, ma s- > 
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it^niversi^priye and * 
U/£xtehstBn;Road f Mesa'/ 

^ Developed" Union; Square, a 


" • ^ Began "development of the 
master-planned Estrella community, 
Goodyear 
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FORMS. TEXT HAS 1 DOCUMENT 
INBOX. 1 (#633) 

TEXT: 

VZCZCHQ0212 
PP LA PX 

DE HQ #0212 1240759 
ZNR UUUUU 
P 032003Z MAY 89 
FM DIRECTOR FBI 

TO FBI LOS ANGELES ( 56-NEW) /PRIORITY/ 
FBI PHOENIX/PRIORITY/ 

BT 

UNCLAS 


CITE: // 0622// 


SUBJECT: CHARLES KJSArTTNG, CHAIRMAN^ AMJ&ifl CAN CONTINENTAL 


CORPORATION, PHOENIX, ARIZONA; UNSUB; PRINCIPALS AND OFFICERS 


OF AMERICAN CONTINENTAL CORPORATION; UNSUB; PRINCIPALS AND 


OFFICERS OP LINCOLN SAVINGS AND 
ELECTION LAWS; 00: LOS ANGELES . 

REFERENCE IS MADE TO LOS ANGELES FACSIMILE TO FBIHQ DATED 
MARCH 21, 1989, AND TELCAL OF SSA FBIHQ, TO 

SSRA SANTA ANNA RESIDENT AGENCY ON MARCH 23, 

1989 . 
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PAGE TWO DE HQ 0212 UNCLAS 

SUBJECTS MAY HAVE VIOLATED VARIOUS ELECTION LAWS, AND A 
REQUEST THAT REFERENCED COMMUNICATION BE PRESENTED TO THE 
DEPARTMENT OF JUSTICE (DOJ) TO DETERMINE IF AN INVESTIGATION 
SHOULD BE CONDUCTED. 

ON MARCH 23, 1989, INFORMATION CONTAINED IN REFERENCED 
COMMUNICATION WAS PROVIDED TO CRAIG DONSANTO, DIRECTOR, 
ELECTION CRIMES BRANCH, PUBLIC INTEGRITY SECTION, DOJ. UPON 
HIS REVIEW, MR. DONSANTO OPINED THAT BASED UPON FACTS SET 
FORTH IN REFERENCED COMMUNICATION THERE IS NO BASIS TO 
INITIATE AN INVESTIGATION FOR ELECTION LAW VIOLATIONS 
REGARDING CAPTIONED SUBJECTS. 

ACCORDINGLY, REFERENCED FBIHQ TELCAL TO LOS ANGELES 
INSTRUCTED LOS ANGELES TO DISCONTINUE CAPTIONED INVESTIGATION. 

MR. DONSANTO NOTED THAT HE HAS BEEN IN CONTACT WITH 

ASSISTANT UNITED STATES ATTORNEY (AUSA) 

CENTRAL DISTRICT OF CALIFORNIA, WHO HAS OBTAINED FEDERAL GRAND 
JURY SUBPOENAS FOR 


MR. DONSANTO ADVISED HE HAS INFORMED 


AUSA 


OF HIS OPINION IN THE MATTER AND HAS ARRANGED 




PAGE THREE DE HQ 0212 UNCLAS 

WITH AUSA | | FOR A LIMITED COMPARISON OF 

OBTAINED BY THE ABOVE 

FEDERAL GRAND JURY SUBPOENAS, WITH FEDERAL ELECTION COMMISSION 
CAMPAIGN RECORDS. SHOULD THESE RECORDS DEVELOP PREDICATION 
FOR INITIATION OF A ELECTION LAW INVESTIGATION, MR. DONSANTO 
STATED HE WOULD ADVISE THIS BUREAU. 


QUESTIONS REGARDING THIS MATTER SHOULD BE DIRECTED TO SSA 
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